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Clockwise (from lower right) 
Ready-to-wear merchandising 
at Hudson's; imported goods 
at Dayton's; Crystal Room 
fashion at Hudson's. Dayton 
Hudson Corporation operates 
its Retail business in 35 states 
through these and other de- 
partment stores, low-margin 
stores and specialty stores 
Through its Real Estate busi- 
ness, it also owns, develops 
and manages regional shop- 
ping centers, commercial 
properties and office build- 
ings 
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Highlights 


1973 1972 
: 52 Weeks Ended 53 Weeks Ended 
Consolidated February 2, 1974 February 3, 1973 
Revenues $ 1,407.3 $ 1,297.4 
Net Earnings $ 27.3 $ 27.5 
Per Common Share 
Earnings Before Extraordinary Items $ 1.70 $ 1.74 
Extraordinary Items, Net = (.04) 
Net Earnings $ 1.70 $ 1.70 
Cash Dividends $ 54 $ 52 
Number of Shareholders 11,576 9,628 
Retail 
Revenues $ 1,369.5 $ 1,262.8 
Net Earnings $ 25.2 $ 25.3* 
Earnings Per Share Contribution $ 1.57 $ 1.56* 
Funds Provided by Operations Before 
Changes in Long-Term Debt $ 47.6 $ 47.5* 
Number of Stores 263 211 
Retail Square Footage (000) 15,802 15,326 
Real Estate 
Net Earnings $ 2.4 $ 29 
Earnings Per Share Contribution $ 13 $ 18 
Funds Provided by Operations Before 
Changes in Long-Term Debt $ 8.2 $ 8.1 
Gross Leaseable Square Feet (000) 3,649 3,350 


All dollars in millions, except per share amounts 
*Amounts are before extraordinary items 


To Our Shareholders: 


ayton Hudson Corporation 
achieved record sales of 
$1,407,256,000 in 1973, 
an increase of 8.5 percent. Net 
earnings were $1.70 per share, about 
even with those of 1972 and short 
of our projections. 


Inflation in the cost of goods sold 
reduced our earnings by 28 cents per 
share in 1973, as compared with 

9 cents in 1972. These amounts were 
calculated from the increase in the 
appropriate Bureau of Labor 
Statistics index used in determining 
the value of our year-end LIFO 
inventory. 


The LIFO (last-in, first-out) method 
used by Dayton Hudson and some 
other retailers has the effect of 
eliminating inflationary effects from 
earnings and from the inventory 
value. Thus, profit and balance sheet 
inventory values are stated on a 
conservative basis for both financial 
and tax reporting purposes. 


etail earnings— which bear 
all of the LIFO adjustment 
— were $1.57 per share in 
1973, compared with $1.56 a year 
earlier. On a comparable 52-week 
basis, our Retail sales increased 
10 percent in 1973. 


The strongest individual perform- 
ance within our Retail business was 
turned in by our largest operating 
company, Hudson’s. It led the 
Corporation in profit growth, 
becoming our largest profit 
contributor by a wide margin. 
Hudson’s performance, plus strong 
sales increases in our total depart- 
ment stores group, demonstrates the 
opportunities for further growth in 
our area of major investment. 


Target succeeded in first slowing 
and then halting the profit decline 
that began in 1972—this despite the 
adverse impact of high markdowns 
as part of an extensive inventory- 
reduction program. Fourth-quarter 
results were up from a year earlier, 
Target is concentrating on its original 
low-margin formula— quality and 
fashion at a price, dominant selec- 
tions, everyday rightness, service 
where necessary. It brought its 
inventory into line; it strengthened 
its merchandise organization; it 
tightened expense control. Looking 
ahead, it is focusing expansion plans 
in those regional markets where it is 
currently operating most profitably. 


Among our specialty stores, Dayton 
Hudson Booksellers emerged as one 
of the Corporation’s significant 
growth areas. It continued its profit 
growth in 1973 while increasing its 
base from 80 to 121 stores. We plan 
to continue this aggressive program 
of expansion in 1974. 


hile the primary goal of 

our Retail operations is the 

production of reportable 
earnings, the performance measures 
we apply to our Real Estate business 
are quite different. Our Real Estate 
operations are managed primarily for 


the generation of cash flow, which is 


highlighted in this report as “funds 
provided by operations.” In 1973, 
funds provided by operations totaled 
$8.2 million, compared with $8.1 
million in 1972. Income and funds 
provided from our operating proper- 
ties alone (shopping centers and 
office buildings) increased in 1973. 
But this increase was more than 
offset by higher development 
expense and a decline in gains from 
land holdings; land sales were below 
expectations as a result of the tight 
money market. These same factors 
reduced Real Estate earnings to 13 
cents per share in 1973, compared 
with 18 cents in 1972. 

Dividends from Real Estate to 
finance growth of our Retail 
businesses totaled $8.9 million in 
1973 and $9.7 million in 1972. 


e expect 1974 to be a 
particularly challenging 


year for retailers. Consumer 


spending should continue to rise, 
though not as rapidly as in 1973. 
Energy shortages, inflation, 
changing consumer demands —all 
of these will have an impact on the 


way the consumer spends. 


Bruce B. Dayton 


Our priority efforts at Dayton 
Hudson have been to strengthen our 
management team, tighten expense 
controls, fine-tune our base 
businesses and concentrate on the 
fundamentals of retailing, Our 
companies are well positioned to 
serve their customers in an energy- 
short economy — both in terms of 
their physical locations and their 
capacity to provide one-stop 
shopping. The primary strength of 
our merchandising organizations lies 
in their ability to adapt quickly to 


changing consumer demands. 


ince 1967, we have brought 

together 18 separate 

companies to form what we 
believe to be a logical and cohesive 
Retail and Real Estate organization. It 
is logical because it is well suited to 
the demographic changes of the 
seventies, and because it offers the 
kind of opportunities to which our 
management can best be applied. It is 


cohesive because of a merchandising 


K. N. Dayton 


philosophy that emphasizes domi- 
nant selection, quality and fashion. 
We have yet to complete the task of 
translating that philosophy into fact 
throughout all of our operations. But 
as each of these companies matures 
and develops its capacity to ful fill 
this mission we are confident that we 
will grow and earn with the best in 
the industry. 


In a series of interviews on the 
pages that follow, we have 
challenged representative members 
of our management team to discuss 


candidly the businesses they manage. 
In the process, we believe, they 
provide a closer perspective of the 
Corporation —its design, its thrust, 


its opportunities. 
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Bruce B. Dayton 
Chairman of the Board 


K. N. Dayton 


President 


Joseph L. Hudson, Jr 


Vice Chairman 


April 12, 1974 


Joseph L. Hudson, Jr 


Executive Vice President. 


William A. Andres, 
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As Executive Vice President of Re- 
tail Operations, William A. Andres 
oversees 10 retail companies operat- 
ing more than 260 stores, ranging 
from small specialty stores to some 
of the largest department stores in 
the United States. In this interview, 
Mr. Andres discusses the manage- 
ment and merchandising philoso- 
phies that give direction to this 
diversity. 


anagin 
Macias 

Something 

In It for th 
Customer 


> 


As you see it, what is the thrust of 
your job as Executive Vice Presi- 
dent of Retail Operations? 


Andres: To challenge, counsel and 
motivate the chief executive officers 
of our operating companies. I would 
say developing merchandising strat- 
egy is their job. Mine is seeing that 
we've got top merchants within 
these companies, giving them the 
freedom to merchandise to the en- 
vironments in which they're doing 
business ... and holding them ac- 
countable for their results. 


What do you mean by “merchandis- 
ing strategy”? 


Andres: The concept of their busi- 
ness—their merchandising ap- 
proach. There has to be something 
in it for the customer. You can’t just 
be a “me too” organization. There 
has to be something that sets you 
apart from your competition. 


What sets your stores apart? 


Andres: It’s difficult to generalize 
about operations as diverse as ours. 
But I would say dominant selections 
of merchandise, emphasis on fash- 
ion, assurance of quality. Many re- 
tailers offer one or two of these. 
Few emphasize all three as we do. 


How does Dayton Hudson differ 
from other national retailers in 
over-all strategy? 


Andres: Basically, we are striving to 
offer an attractive alternative to the 
merchandisers that apply a highly 
standardized retailing formula in all 
of their markets. We view each of 
our companies as an integral part 
of the regional market it serves, with 
each sharply attuned to the particu- 
lar needs and trends in its market. 


How would you characterize the 
success of this approach so far? 


Andres: Our results to this point in 
terms of growth in retail space and 
sales tell me that we've got a group 
of strategies that are highly accept- 
able to customers. Our profits tell 
me that we haven’t made the tran- 
sition from single-unit to multi-unit 
organizations nearly as well as we 
would like. Target has grown from 
11 stores to 46 stores in five years. 
Diamond’s has tripled its stores. 
Hudson’s and Dayton’s have ex- 
panded into other states...These 
companies certainly don’t lack for 
merchandising and fashion talent. 
But we haven't yet demonstrated 
a consistent ability to spread our 
merchandising and management 
expertise over a large number of 
units. So this is an area of potential 
improvement for us; it’s a problem 
that’s within the scope of each op- 
erating company to solve. 


Department stores are still the 
largest part of your business. What 
is the outlook for them? 


Andres: I think Hudson’s dramatic 
turnaround demonstrates the poten- 
tial we have in department stores. 
Each of our department store com- 
panies is a leading fashion retailer 
in its market...The growth of these 
regional chains will be the key 
trend in department store develop- 
ment over the next 10 years. 


How about low-margin stores? 


Andres: There will always be great 
opportunities for a retailer who can 
distribute quality merchandise at 
lower margins than his competitor, 
and that’s the challenge in low-mar- 
gin retailing today. I say quality, 
because that’s the area where we'll 
concentrate at Dayton Hudson. 


And specialty stores? 


Andres: I think specialty stores will 
be a strong area of growth in the 
seventies. Look at the impact spe- 
cialization has had in the magazine 
field: the ski magazines, the photo 
magazines—a magazine for nearly 
every special interest. We’re begin- 
ning to see the same sort of thing in 
retailing. Our bookstores and con- 
sumer electronics stores are in tune 
with this. And I think Dayton Hud- 
son will continue to be venturesome 
in the specialty area, though per- 
haps not as much in the near term, 


What are you most concerned about 
within your area of responsibility? 


Andres: People. The placement of 
them. Their motivation. Most of my 
time is spent interacting with peo- 
ple—counseling, challenging, ask- 
ing questions, trying to get a feel for 
the business. It’s something that 
goes back to my early days as a buy- 
er at Dayton’s. I felt then that a suc- 
cessful buyer should listen to the 
sales people, listen to the resources, 
listen to the customers and the mar- 
ket representatives, read the trade 
journals, then go over into a corner 
and make up his own mind about 
what he should buy. I think that 
when a buyer stops listening and 
looking, he’s in trouble. I guess I’ve 
carried that up with me. I try to talk 
to buyers, sales people, customers — 
to hear what people are saying 
about our various businesses. 


What do you do with all this infor- 
mation? 


Andres: It gives me the feel for 
these businesses that I need to chal- 
lenge, counsel and motivate the 
people who run them. I stress my 
role in this way, because I believe 
the orientation of each individual 
operating company should be to- 
ward the environment in which it 
does business, not toward the Cor- 
poration. The most successful chief 
executive officers in my opinion are 
those who have a clear idea of what 
they want to do and great commit- 
ment to it, who are willing to carry 
the flag for what they believe in and 
will try to move heaven and earth to 
make it happen. Those who look 
out to their own environment and 
don’t spend too much time looking 
back at the Corporation. 


Crystal Room at 
Hudson’s, Eastland. 


From left: Calvin Rowley, 
Joseph Hudson, and 
Edwin Roberts. 


Department Stores 


Hudson’s: ® Northland and Eastland 
stores remodeled to expand fashion 
areas.@ Ann Arbor store to open 

in mid-1974; Grand Rapids opening 
set for mid-1975, 


Dayton’s: ® Store in Fargo, North 
Dakota, opened in August —first 
Dayton’s outside Minnesota. 

® Eighth Dayton’s store scheduled 
to open in August 1974, in 
Ridgedale Shopping Center 

west of Minneapolis. 

Diamond's: # One store opened 

in 1973, in Phoenix's MetroCenter. 
= Two 1974 openings —in Scottsdale 
and Tucson. 

Lipman’s: ® Sixth store in Oregon 
opened in November in Portland’s 
Washington Square. @ Eastport 
branch store remodeled. 


John A. Brown: ® Store in 
Oklahoma City’s Crossroads Mall 
scheduled for August 1974 opening. 
= Downtown store will be closed 

to make way for a major retail 
development project. 


Joseph L. Hudson, Jr., Chairman 
and Chief Executive of Hudson’s 
department stores, describes his top 
management team as an “executive 
partnership.” The other members 
are Edwin G. Roberts, President, 
and Calvin E. Rowley, Executive 
Vice President, Financial Opera- 
tions. In this interview, Messrs. 
Hudson and Roberts describe what 
has happened at Hudson’s since 
this partnership was formed. 


Hudson's began to show good im- 
provement in its performance in 
1972, What happened in 1973? 

Hudson: There is no other way to 
say it—we had an outstanding year 
at Hudson’s. We went into 1973 with 
some extremely optimistic goals, 
and we topped them right down the 
line—sales, gross margin, profits. 
Profits were up 58 percent on top of 


a 70 percent improvement in 1972. 


The Detroit economic environment 
was quite strong during much of 
the year. How much did that have 
to do with your performance? 


Hudson: It didn’t hurt. But we ap- 
pear to have improved our share of 
the department store market, too, 
with increases in the third and fourth 
quarters. To do that, we had to have 
excellent merchandising perform- 
ance, 

Roberts: I think it’s significant that 
we could post a very strong sales 
increase in the important December 
period—when the auto cutbacks 
were supposed to be weakening the 
economy. Detroit was supposedly 
shaken by the news. Nevertheless, 
we had one of our greatest sales 
increases during this holiday period, 
and our momentum has continued 
into the early months of 1974. 
Hudson: It’s no coincidence that 
our improvement matches perfectly 
the time that our three-man execu- 
tive partnership has been operating. 
Ed Roberts joined us mid-year in 
1972 with exactly the kind of mer- 
chandising expertise and energy we 
needed. Cal Rowley came in at 
about the same time to strengthen 
our control functions and expense 
disciplines. 


Can you summarize what this part- 
nership has done during this period? 


Hudson: It started on many fronts at 
once. We changed our merchandise 
mix by concentrating on the growth 
of our high-margin women’s and 
men’s fashion businesses and by 
quietly de-emphasizing the less 
profitable classifications of the home 
division—to put our money where 
our profit is, or should be. That 
doesn’t mean we’re giving up on the 
home business, just emphasizing its 
more profitable classifications. We 
want our fashion thrust to be in 
evidence here as well as in our soft 
lines. We're aiming just a notch 
higher in the quality of all the mer- 
chandise we carry. While we will 
never be a specialty store, we will 
use specialty store techniques in 


seasonal timing, merchandise pre- 
sentation and courteous personal- 
ized service. 

All of this has been partnered with 
Cal Rowley’s programming—a more 
disciplined systems analysis ap- 
proach to expense control, asset 
management and goal planning. 
Much of the payoff on this is still 
ahead of us, but we are already see- 
ing significant improvement in ex- 
pense posture. The asset manage- 
ment program is carefully elimi- 
nating unprofitable inventories and 
excess properties. We are turning 
our inventory 20 percent faster than 
last year. 


Did you expect to get a payoff as 
quickly as you apparently have? 


Roberts: We knew the potential of 
Hudson’s in this market if we did 
everything right. The resources 
were here. Hudson’s had the real 
estate—meaning the greatest loca- 
tions and physical plants in our 
trading area. It had the human re- 
sources— good people, who needed 
to be augmented only slightly. We 
were pretty confident that if we put 
it all together quickly, we would get 
an immediate response. The city 
was hungry for us to be right. 


Where do you go from here? 


Roberts: I think our major challenge 
now is to maintain the excitement 
of the turnaround. The second is to 
fine-tune our merchandising so that 
we become even faster and more 
dramatic in merchandise trending. 
The past two years were mostly put- 
ting everything in place, restructur- 
ing the departments and restructur- 
ing our market to grade up—to 
rearrange buyers, rearrange depart- 
ments on the floor, and add fashion, 
add specialty looks. A great depart- 
ment store must have a specialty 
store layer on top of it to give it 
glamour, excitement, interest. We’re 
in the midst of doing all that right 
now. We haven't licked all of our 
problems yet, but there’s no ques- 
tion that our people have begun to 
think in terms of making Hudson’s 
the greatest store in the world. 


Hudson: I might add that because 
we have regained our profit base, 
Hudson’s is back in a growth pos- 
ture. We are, in fact, one of the Cor- 
poration’s major growth vehicles at 
this point. We have stepped-up 
plans for branch openings to the 
extent we will be opening seven 
stores in the next five years. 


What is the outlook for Hudson's 
downtown store? 


Hudson: Realistically, we don’t 
expect any increase in sales volume 
in the short term. The degree of 
commitment to Downtown Detroit 
by the private sector is quite remark- 
able. We hope that this will stabilize 
the market in the long term. But the 
thing to remember is that because 
of our over-all expansion, the down- 
town store now accounts for less 
than 20 percent of Hudson’s total 
volume—which means that we're 
no longer as dependent upon our 
downtown volume as many other 
department store companies are. 
Moreover, the downtown store pro- 
duced a modest profit in 1973, so 
we don’t look upon it as a drag on 
the over-all Hudson operation. It’s 
a soft spot, perhaps, but it is no 
longer a loss situation. 


Any other factors in your perform- 
ance that were significant? 


Roberts: Joe mentioned our im- 
provements in merchandise pre- 
sentation and customer service. We 
called 1973 “The Year of the Cus- 
tomer,” and we began by defining 
what the customer expects Hud- 
son’s to be—an exciting, fashion and 
service-oriented quality depart- 
ment store. Customer service is a 
major part of this, and it remains one 
of our major challenges this year. 
We want to be known as the com- 
munity stronghold for consum- 
erism, or “‘customerism”’ as we 
call it. 


Hudson: We're pretty proud of Hud- 
son’s today—the way it looks, the 
way it is responding to customers, 
and most of all the way the custom- 
ers are responding to us. 


Stephen L. Pistner, President, Target Stores, Inc. 


Low Margin Stores 


Target ® Opened ninth store in the 
Minneapolis-St. Paul market. 

= Closed small leased store in 

Fort Collins, Colorado. 


Lechmere: ® Renovated 
Springfield, Massachusetts, store 
to test new merchandising 
concept. 
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After nearly a decade of growth, 
Target experienced a profit decline 
in 1972. Halting that decline was 
the first challenge faced by Stephen 
L. Pistner when he became Presi- 
dent of Target in April of 1973. Tar- 
get met that challenge, but there are 
others ahead, as Mr. Pistner ex- 
plains in this interview. 


At a time of intense competitive 
pressure in the discount industry, 
what is Target doing to regain its 
momentum? 


Pistner: First, we've faced up very 
directly to the problems we have, 
taking our lumps where necessary 
and getting a solid base of people 
and systems set before we move on. 
We have a new management team, 
which is in the process of bringing 
together the stores and buying or- 
ganizations—and all other key ele- 
ments of the company—into a true 
merchandising partnership. In this 
we are bringing to bear a technique 
we call management by construc- 
tive confrontation—something that 
gives us the best assessment of our 
problems and opportunities that 
we've ever had. 

Second, we are pushing hard on the 
original Target formula of value and 
convenience, 

Third, we are in the early stages of 
developing a new kind of low- 
margin format that we believe can 
be every bit as significant to the 
company’s growth as our original 
strategy was in the 1960s. 


What do you mean by “taking our 
lumps”? 


Pistner: During 1973 we took heavy 
markdowns to eliminate older 
merchandise, to clear the decks. As 
a result, inventories at Target are 
dramatically cleaner than a year ago. 
Dramatically. We entered 1974 
with an essentially balanced 
inventory. 


Would you explain what you mean 
by “management by constructive 
confrontation”? 


Pistner: Constructive confrontation 
is simply a philosophy that says a 


management team that faces its 
problems openly and directly will 
be able to solve them up front when 
it has many options. It’s a philos- 
ophy that says: Don’t come to me 
at the last point in the road and tell 
me why we have to follow a course 
because we no longer have any 
choices. Bring it up early. In ex- 
change, we offer all the ideas and 
information the management team 
can generate. Confront the issues 
intelligently. Then tell us what your 
decision is, and your implementa- 
tion date. 

That’s it: Facing the problems early, 
rather than denying they exist and 
allowing them to grow. You can’t 
believe the number of options that 
we're already developing in certain 
areas in the short period that this 
team has been together, 


Where do you see Target in the low- 
margin industry today, and what 
lies ahead? 


Pistner: Target merchandise gen- 
erally has been of higher quality 
than that of most discount stores. 
Usually when people make compar- 
isons, they tell us there is a definite 
difference between a Target store 
and competing stores—generally 
having to do with being able to find 
more of what they want at Target. 
It's our feeling that this perception 
is accurate and should be perpetu- 
ated, even expanded. 


This means doing better what we 
did well in the 1960s. It means in- 
creasing Target’s ability to buy what 
the customer wants, and to show it 
and sell it more efficiently. The re- 
tail environment is changing. The 
economics of merchandising is 
changing. Most of all the consumer 
is changing. She has been telling us 
in many ways: “Help me to shop 
faster and easier. Do not insult my 
intelligence. Give me what I need, 
not what you think I need. Don’t put 
more people in my path; give me 
more information. Have the mer- 
chandise there that you advertise. 
And back up the merchandise you 
sell in a more efficient and effective 
fashion.” 


We will do that. And we will do that 
in 1974. 

For example? 

Pistner: The visual impact on Tar- 
get customers will be changing 
during the year. They should find 
more of what they previously ex- 
pected to find in Target—an even 
broader assortment of fashion 
apparel, more depth, improved 
selection of name-brand hard goods. 
They should be able to shop more 
quickly and be able to find all key 
items on the shelves. Beyond that, 
they should get better service in 
those areas where they want serv- 


ice, because of better training of 


personnel. 

Our shopping environment should 
be a very straightforward exercise 
in efficiency—giving the customer 
the right merchandise at the right 
price. Make it very easy to under- 
stand the pricing. Create excite- 
ment through the appeal of the mer- 
chandise itself, rather than some 
secondary method. Make sure it is 
good merchandise, and make the 
shopping adventure as quick and 
as effective as possible. 

Are there any other new ideas that 
you can discuss? 

Pistner: One approach that we're 
testing involves verticalizing cer- 
tain departments. Verticalizing 
means taking an area of the busi- 
ness that traditionally has been the 
province of the specialty stores and 
declaring it a specialty business 
within your store. You put a man- 
ager in charge at headquarters and 
give him absolute responsibility 
and freedom to cross every line. We 
verticalized our jewelry depart- 
ments in Minnesota in the second 
half of 1973 and got a 79-percent 
increase in jewelry sales. We are 
now testing this approach in the 
shoe business, and we will test it 
with others. But we don’t believe 
it is an all-purpose philosophy. We 
believe it only applies as a merchan- 
dising and management technique 
in certain specialty areas where we 
can force feed the volume dramati- 
cally and improve profitability as a 
result. 


How do you encourage ideas from 
within the organization? 


Pistner: The best way to explain 
how our program is beginning to 
work is with an example: For the 
past several years we've known that 
the area of greatest concern on the 
part of our consumers was that they 
waited in line at the checkout lanes 
and could not be handled in a rea- 
sonable period of time. It was the 
major complaint. We met with the 
head cashiers—myself, a district 
manager and the vice president of 
stores. Rather than discuss a pro- 
gram in management that would 
resolve this problem, we asked the 
head cashiers not only what the 
problem was, but how they would 
resolve it. You know, in two hours 
they not only identified 98 percent 
of the problems, they also gave us 
s ic solutions. As a 
result, we have begun a full-blown 
training program and are changing 
some procedures to relieve the pres- 
sure on the cashiers. This has begun 
to speed up the process and im- 
prove the relationship with the 
consumer. 


Are you concerned about the im- 
pact of the energy crisis on your 
operations? 


Pistner: Of course. But the location 
of Target stores is very good. They 
are located relatively close to most 
of the people who shop in them. The 
majority include grocery stores, and 
this becomes a primary advantage in 
an energy shortage—because it en- 
ables the consumer to combine her 
shopping efforts in a single stop. 


Where do you see Target's future 
growth? 


Pistner: There is a fundamental 
philosophy that Target will be a 
major factor in each of its markets. 
That’s not yet true in all of them, 
but the economies all work in favor 
of having 10 stores in one market, 
rather than two stores in five mar- 
kets. So at the moment we're not 
talking about expanding out of our 
markets. We’re talking about ex- 
panding within our markets. 


Specialty Stores 


Dayton Hudson Booksellers: 
® Opened 41 stores, increasing total 
to 121 in 33 states. 


Dayton Hudson Jewelers: 

&§ Opened seventh Peacock store in 
Chicago market. ® Remodeled 
downtown Peacock store in Chicago 
and downtown Caldwell store in 
Philadelphia. @ Centralized 

buying and accounting functions. 


Team Central: @ Increased number 
of company-owned stores from 

17 to 24; including franchised 

and partially owned stores, it had 
107 units in 16 states at year 

end. @ Introduced electronic 
purchasing and inventory system. 


Booksellers: 
Living Up 
‘lo Its Name 


Dayton Hudson’s fastest-growing 
company is Dayton Hudson Book- 
sellers, the largest component of 
its specialty store group and the 
second largest bookstore chain in 
the United States. At the end of 
1973, Booksellers was operating 
121 stores in 33 states. The story 
behind that growth—and the out- 
look for the future—is explored by 
the company’s president, Bruce G. 
Allbright. 


Only one other major retailer has 
ventured into bookselling on a large 
scale. What led Dayton Hudson to 
do it? 


Allbright: The Corporation took a 
look at some demographics back in 
the mid-sixties and came to the con- 
clusion that books ought to be a 
growing industry because of the 
rising affluence of the population, 
rising educational levels and the 
growth of the younger age groups. 


Those three demographic traits are 
really characteristic of book readers: 
The 20-to-34 age group reads more 
than any other and is the most rap- 
idly growing segment of our popu- 
lation. We know that book reader- 
ship increases directly with income 
levels and educational attainment. 
Those trends were evident in the 
sixties, and we are expecting them 
to continue through the seventies. 
Looking back, I’d say the Corpora- 
tion made a very wise strategic deci- 
sion to get into the book specialty 
store business. 


And that was from scratch with B. 
Dalton, Bookseller? 


Allbright: Yes, in 1966. And later 
with Pickwick, the Southern Cali- 
fornia chain we acquired in 1968. 


I feel one of the major accomplish- 
ments in the last two years has been 
to put them together and to take the 
best of each and apply it to the 
other. There is no question in my 
mind that both have benefited from 
this combination. 


In what ways? 


B. Dalton offered a very wide selec- 
tion of titles—much more than the 
average bookstore. But Pickwick 
offered even more. Its strength was 
its image of nothing but books. 
We've carried that over now into 
B. Dalton, and apparently very suc- 
cessfully. We learned from Pick- 
wick, for instance, to maximize the 
use of space by going all the way to 
the ceiling with books on the walls 
so that we get more stock per square 
foot. That also gives the stores a 
very booky look, which seems to 
appeal to the customers. 


We've concentrated our merchan- 
dise offerings on books only. B. 
Dalton originally sold books and 
globes, records, greeting cards— 
and got into all kinds of other acces- 
sories really unrelated to books. In 
the last two years we have been 
purifying our stock mix so that we 
are 99 percent books. As we have 
thrown out all the other merchan- 
dise, it hasn’t hurt our sales at all. 
On the contrary, our sales per store 
have improved. 

The major Dalton strength, on the 
other hand, was its computer sys- 
tems. We have successfully ex- 
tended those to the Pickwick stores. 
And again, the results have been 
excellent. 


Computer systems? 


Allbright: We are the only company 
in the book retailing business to 
have our entire stock on computer 
inventory control. We know in 
headquarters every week the status 
of every title in every store. This 
was a part of B. Dalton’s game plan 
from the beginning. 


What advantage does it give you? 


Allbright: Our major advantage is 
that we know what’s selling on a 
timely basis. For instance, when 
Alistair Cooke’s America came out 
last fall, most retailers bought it 
moderately. But the book took off. 
We could see immediately that it 
was selling better than we expected. 
And we stepped in quickly to make 
sure our stores were well supplied 
with the book right through Christ- 
mas. Most bookstores in the country 
ran short. 


In what other ways do you differ 
from your competition? 


Allbright: Well, both Pickwick and 
B. Dalton try to have the most com- 
plete bookstores—without ques- 
tion—in any market they are in. To 
put that in perspective —according 
to published reports, our primary 
competitors carry about 8,000 titles 
in their stores. We carry 30,000, and 
in some stores we have as many as 
60,000. We have 80,000 on our sys- 
tem. We think we’ve got everything 


that has a chance to sell. The major 
difference between us and most of 
our competitors is that we carry 
many more back-list titles —books 
that stay in print beyond their ini- 
tial printing season, such as Roget’s 
Thesaurus, dictionaries, classic liter- 
ature... books that have a long life. 


What in your view are the keys to 
a_ successful specialty bookstore 
business? 


Allbright: First, a bookish atmos- 

phere—a setting that makes any 
kind of book buyer feel at home... 
We use a concept we call organized 
clutter. We don’t want everything 
so rigid and neat and sterile- 
looking that people would hesitate 
to pick up a book... It’s got to say 
“touch me.” Second is selection. 
We’re committed to it—a major in- 
vestment, a very wide assortment. 
And third, location. Suburban shop- 
ping centers provided the break- 
through for bookstores as far as 
locations were concerned. Now we 
see other opportunities emerging 
as well. 


What do you see as your major 
challenge? 


Allbright: The biggest challenge 
is to find sites for expansion and 
modify our basic approach so that 
we can be successful in smaller 
centers and markets than we aimed 
at originally. In addition to the 
closed mall we have been testing 
central business districts. In the 
last two years we have opened six 
downtown stores, and we have 
several more under lease. 


You had 80 stores at the end of 1972 
and opened 41 in 1973. Is that the 
type of annual expansion you 
anticipate? 


Allbright: That’s more than a 50- 
percent expansion in terms of stores, 
and I don’t know many companies 
that have ever done that from as 
large a base as we had a year ago. 
No, I don’t think we'll ever again 
expand at quite that rate on a per- 
centage basis. But we do plan to 
open more stores in each of the next 
five years than we did in 1973. 


Bruce G. Allbright, Jr., President, Dayton Hudson Booksellers. 


What about the impact on profits 
from the costs of this kind of ex- 
pansion in the next year or two? 
Allbright: We expect to maintain 
our profit rate. 


Even with all the pre-opening 
costs? 


Allbright: Even with all the pre- 
opening costs. Our history to date 
has been that our profitability has 
grown as we've grown. 


How do you get the people to sus- 
tain your expansion? 


Allbright: That’s one of our secrets. 
It has to do with the business we’re 
in. We attract unusually well quali- 
fied people. They want to be in the 
book business. Some would not be 
in any business except the book 
business...We have a training pro- 
gram that has developed store- 
manager candidates at pace that 


matches our expansion. 


Do you face any problems as a re- 
sult of the paper and energy 
shortages? 


Allbright: There are a lot of threats, 
but very little hard evidence yet. 
There is a paper shortage and we’ve 
had some titles that sold well and 
the publishers couldn’t get paper in 
time to reprint them on a timely 
basis. And, therefore, we and the 
book publishers lost sales on those 
titles. We expect that will con- 
tinue, or accelerate. There are other 
threats to operations — shorter hours, 
for example. That probably would 
affect business. 

On the other hand, we see some 
positive implications for our prod- 
uct. Maybe we are being Polly- 
annish, but if people must stay 
home to conserve energy, we think 
they'll read more books. 


: 


Dayton Hudson Properties: 

® Opened 14-story office building 
near Northland Center, Detroit. 

= Completed third wing of 
Southdale Medical Building, 
Minneapolis. ® Started expansion 
and enclosure of Northland and 
Eastland Centers, Detroit. 

® Scheduled opening of Ridgedale 
Shopping Center west of 
Minneapolis for August 1974. 

= Announced plans for joint- 
venture development of regional 
shopping center in Oklahoma City. 


Re: al Estat 


Building 
Our Owrr 
Future 

Dayton Hudson Properties—the 
Corporation’s real estate group— 
grew from a need to provide quality 
facilities for retail operations. It 
continues to provide that kind of 
support for the retail companies, 
but it has developed an identity and 
strategy uniquely its own. In this 
interview, Robert J. Crabb, Presi- 


dent, explains the corporate real 
estate strategy and its advantages. 


What kind of real estate operation 
is Dayton Hudson Properties? 


Crabb: We're investment builders. 
We concentrate primarily on one 
phase of investment building—re- 
gional shopping centers. We also 
build and develop some office 
buildings and other commercial 
properties, but only as they relate 
to our shopping centers as a planned 
unit development. 


How is an investment builder dif- 
ferent from other real estate opera- 
tions? 


Crabb: Well, we build for invest- 
ment rather than sale. We are in- 
volved in the entire process of de- 
veloping a shopping center. We se- 
lect location, design the center, find 
the tenants, seek the financing to 
mortgage our properties, act as man- 


ager of the center, and continue to 
own it. 


What kind of shopping centers do 
you develop? 


Crabb: Regional centers, which are 
a minimum of 500,000 square feet 
of leasable area. Nearly always they 
are anchored by at least two major 
department stores, including fash- 
ion department stores such as our 
own Dayton’s or Hudson’s, and the 
major retail chains such as Penney’s 
or Sears. 

Our other tenants—and we have up 
to 155 in a single center—represent 
a broad spectrum of apparel stores 
and other specialty shops, restaur- 
ants and services. By having a good 
diversification of stores, we assure 
shoppers of finding what they want 
in our centers. 


What advantage does Dayton Hud- 
son Properties have in developing 
regional shopping centers? 


Crabb: For one thing, we have 20 
years of experience. Twenty years 
ago, regional shopping centers were 
a brand new industry. We have a 
group of people in our organization 
who were pioneers in shopping cen- 
ter development—a tremendous 
resource of expertise. A second ad- 
vantage is the willingness of our 
corporate management to recognize 
the unique characteristics of real 
estate development—that is, the 
long lead times involved, the capi- 
tal intensive nature of the business, 
the high degree of leverage, the de- 
cision guidelines we've got to fol- 
low, and the entrepreneurial nature 
of our people. 


Isn’t a real estate company that 
owns and develops its own property 
generally a pretty risky business? 


Crabb: The primary risk of owning 
commercial property is a failure to 
rent your space. Dayton Hudson 
Properties has little downside risk 
in this regard because most of our 
properties are supported by long 
term leases from tenants represent- 
ing major, highly credit-worthy re- 
tail companies. These tenants alone 
provide a reliable, steady flow of in- 


come, enough to cover our fixed 
costs. There is also a protection 
against inflation since most of our 
rents include percentage rents based 
on sales and escalation clauses for 
taxes and utilities. 


What will the energy crisis do to 
shopping centers? 


Crabb: Our shopping centers are 
large diversified regional centers 
which can play an important role 
in coping with an energy shortage. 
The shopper can combine several 
shopping trips into one. It will be 
easier to car pool where many retail 
outlets are concentrated. But most 
important, public transit plans are 
taking into account major shopping 
centers as part of their systems. 


How important are land sales to 
your operation? 


Crabb: Land sales are a byproduct 
that results when we acquire more 
land than we ultimately use in our 
shopping center developments. We 
buy substantially more land than 
we're going to use for the shopping 
center so that we can ensure the life 
quality of the surroundings. Even- 
tually, we hope to capitalize on this 
excess land, because once we have 
developed the shopping center, the 
peripheral property takes a good 
jump in value. 


What is the benefit of having a retail 
company and real estate company 
in the same corporation? 


Crabb: First of all, Dayton Hudson 
Properties generates cash for use 
in the expansion of the retail busi- 
ness. That’s very important because 
it means the retail companies can 
expand without having to go outside 
as often to raise funds. 

The second reason we are a valu- 
able partner to the retail group is the 
advantage of providing locations 
for the department stores and spe- 
cialty stores. The reason that Day- 
ton Hudson originally got into the 
real estate business almost 20 years 
ago was that nobody in Detroit or 
Minneapolis was experienced in de- 
signing and building a shopping 
center comparable to a Northland 


Robert J. Crabb, President, Dayton Hudson Properties, at Ridgedale Shopping Center under construction west of Minneapolis. 


or Southdale. So Hudson’s and Day- 
ton’s built them. That was the be- 
ginning of our strategy of owning 
branch stores in shopping centers 
we also own. The opportunity for 
the department stores then and now 
is allowing the retail group to main- 
tain the initiative in their communi- 
ties for expansion and not having to 
wait for a developer to come along. 
The result is much greater influence 
over the location and timing of our 
department-store expansion. 


What is the direction of Dayton 
Hudson Properties in the future? 


Crabb: The plans of our operating 
division are geared toward substan- 
tial expansion of shopping center 
space in our present markets—De- 
troit and the Twin Cities; in other 
cities where we have Dayton Hud- 
son Corporation stores, such as 
Tulsa, Phoenix, Las Vegas, and 
Oklahoma City; and in other mar- 
kets where we plan to develop 


Estimated Current Value of Real Estate Properties 


In the management of our Real Estate 
properties we seek to increase Operat- 
ing Income* through increased rental 
revenues and improved efficiency of 
operations. Improvement in Operating 
Income can improve the market value 
of the property for sale or financing 
purposes. 


Generally accepted accounting prin- 
ciples primarily reflect historical cost and 
accumulated depreciation, and do not 
necessarily indicate current market 
values of commercial realty. Like other 
major corporations, our financial state- 
ments are designed to comply with those 
accounting principles. 


Unfortunately, there is presently no gen- 
erally recognized accounting method to 
present the effect of Operating Income 


Operating Income* 


Estimated Current Value of Operating Properties 


(Operating Income capitalized at 10%) 
Undeveloped Land (book value) 


Properties less than one year old (book value) . 


Total Estimated Current Value 


on the current value of commercial real 
estate. Reported Book Value, under 
traditional reporting concepts, is not 
affected by Operating Income. 

For internal purposes, we have found it 
useful to develop an estimate of current 
value by applying a method employed 
by many reputable and experienced 
buyers, sellers and mortgagees of com- 
mercial operating properties. This 
method, in frequent use, is to capitalize 
the Operating Income* of mature oper- 
ating properties at a percentage rate, 
called the “capitalization rate."’ The cap- 
italization rate is designed to reflect the 
quality of a project and current money 
market conditions in determining a value 
that would provide an informed investor 
with an acceptable return on his invest- 
ment. In so computing the ‘Estimated 


Total Cost of Property and Equipment (before Depreciation) 


Estimated Value in Excess of Cost 


shopping centers with other major 
tenants. 


Over the next five years, we plan to 
open 11 more regional shopping 
centers, either on a wholly owned 
or joint-venture basis. 


We also see a very significant oppor- 
tunity in the future for development 
of urbanized areas. We are current- 
ly in the planning stages for a ma- 
jor commercial real estate develop- 
ment for a downtown location. 


Current Value"’ of our mature properties 
at this time, we have used a capitaliza- 
tion rate of 10 percent, which we believe 
to be conservative. Undeveloped land, 
and operating properties held less than 
one year, have not established a suitable 
Operating Income pattern and so are in- 
cluded in our computations at their pres- 
ent Book Value. 

This presentation is intended to assist 
in a fuller understanding of the useful- 
ness and potentials of these properties 
to the future financial and operating 
success of our business. There is, how- 
ever, no assurance that the Estimated 
Current Value shown could be realized 
on any individual or bulk sale of the prop- 
erties, and we have no present plans to 
sell any substantial portion of these 
properties. 


1973 1972 


(000) (000) 
$ 15,733 $ 14,015 


$140,150 
24,423 
8,226 
$172,799 
153,393 


$ 19,406 


$201,350 
168,173 


$ 33,177 


*Earnings before interest, depreciation and income taxes from properties in operation for at least full year. 


Financial Review 


Line of Business Reporting 


Dayton Hudson Corporation consists of 
two related businesses — Retail and 
Real Estate. The Retail business, 
nationwide in scope, operates depart- 
ment, low-margin and specialty stores, 
which it owns or leases. The Real 

Estate business develops, owns and 
manages regional shopping centers and 
commercial properties. 


Separate financial statements for the 
two lines of business are presented to 
give a clear picture of these operations. 
The performance and financial structure 
of each business can be judged 

against standards for its own industry. 


Retail 


@ Revenues increased 8.5 percent from those of 1972. Fiscal 
1973 consisted of 52 weeks, compared with 53 weeks in 1972. 
On a comparable 52-week basis, Retail revenues increased 10 
percent, and comparable-store revenues increased 5.9 percent. 
Comparable-store revenues exclude the contribution of stores 
opened during the preceding 12 months. 


Increase 
Com- 
52 Weeks 53 Weeks All parable 
1973 1972 Stores Stores 

(Millions) 

Department Stores $ 793.5 $ 732.9 8.3% 6.3% 
Low-Margin Stores . aie 470.3 440.4 6.8% 8% 
Specialty Stores ........ 105.7 89.5 18.2% 5.8% 


Total Retail Revenues. $1,369.5 $1,262.8 8.5% 4.3% 


@ Net earnings of the Retail business totaled $25.2 million in 1973, 
compared with $25.3 million before extraordinary items in 1972. 


1973 1972* 

Earnings Before Income Taxes (Millions) 
Department Stores ... $42.0 $39.2 
Low-Margin Stores . 6.6 9.2 
Specialty Stores ... 1.6 13 
ORE Missa ig nian sip a ain oiniste crise pear $50.2 $49.7 
Earmings After Taxes o's cettesleee sy oe $25.2 $25.3 


Earnings Per Share: os... vs csccvetseveetes $ 1.57 $ 1.56 
*All earnings data for 1972 are exclusive of extraordinary items. 


@ Expansion of retail stores and space was primarily concen- 
trated in the opening of three department stores and 41 book- 
stores. One Target store was opened in 1973, and a smaller 
leased unit was closed in the low-margin group. 


Department Stores End of 1973 End of 1972 
Stores and Expansion Stores Space* Stores Space* 
BRIGSON'S dois Sete uwaka neh cae 11 4,729 an 4,881 
Dayton’s 2 ae 2,822 6 2,707 
Diamond's 5 715 4 534 
Lipman’s .. 6 618 5 506 
Brown’s ... 5 553 5 553 
WOM et geo: abies cae es oi 9.¢ 34 9,437 31 9,181 
Low Margin Stores End of 1973 End of 1972 
Stores and Expansion Stores Space* Stores Space* 
TOIGQH tactic de kets eee aes 46 4,790 46 4,747 
Lechmere 8 773 4 771 
Total 50 5,563 50 5,518 
Specialty Stores End of 1973 End of 1972 
Stores and Expansion Stores Space* Stores Space* 
Jewelers 34 235 33 230 
Booksellers 121 600 80 354 
Team** 24 67 17 43 


[INA Sree one earnbe coke 179 802 130 627 


* Thousands of Gross Square Feet. 
**Includes only 100% owned stores; 83 Team stores are franchised or 
partially owned. 
The three new department stores are: 
(0 Dayton's 115,000-square-foot store in Fargo, North Dakota. 
0 Diamond's 180,000-square-foot store in Phoenix, Arizona. 
C Lipman’s 112,000-square-foot store in Portland, Oregon. 


In 1974, the Corporation will open five department stores, totaling 
687,000 square feet, and will continue the rapid expansion of 
Booksellers by adding approximately 40 units. 


Real Estate 


m@ Revenues of the Real. Estate business increased by 9 percent 
during 1973. Land sales were:less than expected because of the 
inability of certain prospective land buyers to arrange financing. 


@ Funds Provided by Operations before changes in long term 
debt of the Real Estate business totaled $8.2 million in 1973, 
compared with $8.1 million in 1972. Funds Provided is a meas- 
ure of cash generated from operations. Funds Provided from 
Operating properties— the shopping centers and other com- 
mercial properties — increased in 1973, despite the higher in- 
terest burden resulting from refinancing of Southdale Shopping 
Center in 1972 (the proceeds from which enabled Dayton Hud- 
son Properties to pay a dividend to the Retail business at the 
year end 1972). 


@ Net earnings of Real Estate were $2.1 million in 1973, compared 
with $2.9 million in 1972. The contribution of operating proper- 
ties increased significantly to $4.6 million. This increase was 
offset by higher development expenses on new properties. Net 
earnings, as shown in the Results of Operations, differ from 
Funds Provided because earnings reflect charges for depreci- 
ation and deferred taxes, which do not require cash. 


1973 1972 

Earnings Before Income Taxes (Millions) 
Operating Properties .......sssceeeeeceeeees $4.6 $3.8 
Land Holding .... sie kee 3.1 
Development .. (3.0) (2.0) 
Earnings Before Taxes $3.1 $4.9 
Net: Earnings 5 05).))- aan ss <0 oehinay semen tae $2.1 $2.9 
Depreciation, Deferred 

Taxes and Other Items ............-....-.. $6.1 $5.2 
Funds Provided by Operations 

Before Changes in Long-Term Debt ........- $8.2 $8.1 


mExpansion of Real Estate operations totaled 299,000 square feet, 
a 9-percent increase, with the completion of an office building 
and expansion of a medical office in 1973. An additional 666,000 
square feet is planned for 1974, including a new shopping cen- 
ter in Minnesota and a major expansion of two centers in the 
Detroit area. Dayton Hudson Properties will be moving into 
other markets in the near future, with a regional shopping center 
joint venture scheduled for construction in Oklahoma City. 


mEstimated Current Value of Real Estate assets increased 16.5 
percent to $201 million in 1973, reflecting both the increase in 
operating income from properties and the increase in book 
value of our projects at various stages of development. An ex- 
planation of this measure, which is considered important to 
shareholders and commonly used in the real estate industry, is 
detailed on Page 14. 


Capital Expenditures 

Expansion continued at a strong pace during 1973. Retail capital 
expenditures were 23 percent higher than in 1972, and Real Estate 
capital expenditures were twice the 1972 level. The Corporation 
expects to spend $36 million for Retail and $24 million for Real 
Estate expansion in 1974. 


Financing 

Separate policies determine the Corporation’s use of borrowed 
money in the financing of its two businesses. In Retail operations, 
the standard is an equal balance of debt (including a capitalization 
factor for leases) and equity capital. The Corporation will maintain 
a satisfactory level of fixed charge coverage. 


Long term debt in Retail operations was reduced by amortization 
during 1973. Debt as a percent of capitalization of that line of busi- 
ness declined to 47 percent in 1973 from 49 percent in 1972. 


The Real Estate business is more heavily leveraged, consistent 
with industry practices. The credit that supports Real Estate debt, 
secured by individual properties, consists of long-term leases with 
a group of diverse, high-quality tenants. The Corporation does not 
believe Real Estate debt impinges on the credit of its Retail line of 
business. 


During 1973, Real Estate operations added approximately $12 
million of mortgage debt by financing two completed projects — 
an office building near Detroit, Michigan, and a medical office near 
Minneapolis, Minnesota. Additional long-term debt for land con- 
tracts and construction in progress was added in 1973. 


Dividends 

Dividends paid during the past two years have been in accordance 
with guidelines of the U.S. Committee on Interest and Dividends. 
The dividend increase from $.52 per share in 1972 to $.54 in 
1973 was the maximum allowed under the guidelines. 


Quarterly Comparisons 


Comparative quarterly Revenues, Earnings per common share, and Funds Provided by Operations are 
as follows: 


Revenues 1973 1972 

eta ak ee Se Es et ee 
Real Real 

Quarter Consolidated Retail Estate Consolidated Retail Estate 

First ... $ 296.5 $ 289.6 $69 $2488 $2435 $53 


Secon 320.1 310.9 9.2 289.2 281.6 7.6 
Third 334.3 324.2 10.1 312.8 302.9 9.9. 
Fourth . : 456.3 444.8 11.5 446.6 $ 434.8 11.8 
Hota) PK ORR emcees culls viera nie $1,407.2 $1,369.5 $37.7 $1,297.4 $1,262.8 $34.6 
Earnings Per Common Share* 

Quarter 

ok PS ACh en 1a $ 08 $ 07 $ .01 $ .05 $ .03 $ .02 
Second . 11 10 01 18 nil) 07 
Third 26 27 (.01) 124 22 02 
Fourth 1.25 1.13 12 PS os As FS ere 
Total Year $ 1.70 $ 1.57 $ 13 $ 1.74 $ 1.56 $ 18 
Funds Provided by Operations before Changes in Long Term Debt * 

Quarter 

pL Om Ore See ee $ 8.4 $ 6.8 $ 1.6 $ 7A $ 5.8 $ 1.6 
Second . 8.3 67 1.6 9.7 7.3 2.4 
Third 11.7 10.4 1.3 10.8 9.0 1.8 
Fourth 27.4 23.7 3.7 27.7 25.4 23 
Total Year $ 55.8 $ 47.6 $ 8.2 $ 55.6 $47.5 $ 8.1 


*All 1972 amounts are before net extraordinary items. 
All amounts in millions except earnings per share. 


Corporate Citizenship 

Dayton Hudson Corporation has long believed that it has a major obligation to help improve the quality 
of life in the communities in which it does business. Donations by the Corporation and Dayton Hudson 
Foundation for this purpose totaled $2,019,562 in 1973. The major portion of this was directed toward 
the development of programs to help solve social problems, and the support of the arts —an area 
relatively neglected by government and other funding sources. Employees are encouraged to contribute 
their time, talent and leadership to community programs. 


Corporate citizenship also is reflected in the way a company conducts its business. In addition to com- 
munity development, Dayton Hudson has formal programs concerning consumerism, human resources, 
environmental impact, and energy conservation. Each operating company is charged with developing a 
program to meet its responsibilities in these areas. 
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Results of Operations 
Dayton Hudson Corporation and Subsidiaries 


CONSOLIDATED 
(Thousands of Dollars) 1973 1972 
52 Weeks 53 Weeks 
Ended Ended 
February 2,1974 February3,1973 
REVENUES 
Net retail sales, including leased 
departments and carrying charges ............++. $1,367,984 $1,260,845 
Real estate sales 11,195 10,307 
Rental revenue .. 28,077 26,234 
$1,407,256 $1,297,386 
COSTS AND EXPENSES 
Cost of retail sales, buying and occupancy .........- $ 985,845 $ 917,472 
Cost of real estate sales ................ 7,594 5,120 
Selling, publicity and administrative ... 259,739 230,539 
Depreciation and amortization . 25,279 24,370 
Rental expense 19,703 16,926 
Interest expense 20,730 18,482 
Taxes other than income taxes 35,084 29,897 
$1,353,974 $1,242,806 
EARNINGS BEFORE INCOME TAXES 
AND EXTRAORDINARY ITEMS .....--0s0eeeeeeeeee $ 53,282 $ 54,580 
INCOME TAXES (Note E) 
NGESERIN, taba co tc amie cetcictme ea mrsietevers selene Glow ae (6: pera a $ 18,951 $ 18,994 
PIDTOROG in Cg, cine caru pest ate einutata eaeacd iataias ais sca als) Sina wien ___ 7,031. 7,391 
$25,982 $26,385 
EARNINGS BEFORE EXTRAORDINARY ITEMS....... $ 27,300 $ 28,195 
EXTRAORDINARY ITEMS (Note D) ...........220005 = (692) 
NET MEARINIING Sig Se sires scree arti niosenniais bee erqleie'ei0 sua. a $ 27,300 $ 27,503 
EARNINGS PER SHARE 
Earnings before extraordinary items .........+++.++++ $ 1.70 $ 1.74 
Extraordinaryiliteme wet co. -na.c acie aa ne.ce i sinc clean _ (.04) 
N@BearmINGG: |. as.ccnie de oeigmaexveacePacumlamae acs $ 1.70 $ 1.70 


See accompanying Summary of Accounting Policies and Notes to Financial Statements. 
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RETAIL 


(Thousands of Dollars) 


REVENUES 


Net retail sales, including leased 
departments and carrying charges ......... 


Fantal MAVONUG) oo oad wc mteiancieie s duienaie Salnincs 


COSTS AND EXPENSES 
Cost of retail sales, buying and occupancy .... 
Selling, publicity and administrative 
Depreciation and amortization ........ 
Rental expense 

Interest expense 
Taxes other than income taxes 


EARNINGS BEFORE INCOME TAXES 
AND EXTRAORDINARY ITEMS .........-.++5 


INCOME TAXES (Note E) 


Current 
Deferred 


EARNINGS BEFORE EXTRAORDINARY ITEMS . 


EXTRAORDINARY ITEMS (Note D)........++- 


NET EARNINGS. ....2.c0cscccecsnsctecesue 


EARNINGS PER SHARE 


Earnings before extraordinary items ........ q 
Extraordinary items, net .....-..eeeeseereee 4 
NetseaMmings: .s05 ccc.» -csapeusiewietimnnet 


1973 1972 

52 Weeks 53 Weeks 

n Ended 

February 2, 1974 February3,1973 


$1,260,845 
1,914 
$1,262,759 


arelahs ents wileatabe) ease $ 912,243 
225,999 
19,749 
16,926 
13,243 
24,949 
$1,213,109 


earainin ausyzintetata tase $ 49,650 


pcre Baeisise nsec $ 17,505 
Ss etpielatabeis! siermcaraiale 6,829 
$ 24,334 
nissle seus ed vieeiseste $ 25,316 


wilemare ereseiatalb( Kiaye:6 (692) 


pele eaiaiantele’s icin. $ 24,624 


$ 1.56 
(.04) 
$___1.52 


REAL ESTATE 
(Thousands of Dollars) 1973 1972 
52 Weeks 53 Weeks 


Ended 
February 2,1974 February 3,1973 


OPERATING PROPERTIES 


Rental Revenue From Operating Properties ............ $26,520 $24,320 
Operating Expenses: 
Occupancy and administrative ..........-...eeeee $ 6,895 $ 6,694 
Maintenance and repairs .........eeeeeeecceeeeees 797 779 
Taxes other than income taxeS .........seeeeeeeeee 3,823 3,684 
Depreciation and amortization ............-0eee00: 4,463 4,621 
LGIOSE CAPO ets eee eli et neces cme ee see 5,900 4,733 
$21,878 $20,511 
Earnings from Operating Properties, 
Balore ANCHMeG TAKES! iic.c wieis.<w siemew stain ene® sje vate $ 4,642 $ 3,809 
LAND HOLDING 
Real atta sales. oi thc sata pia vtaphuisosia masse amecce ae $11,195 $10,307 
Costs and Expenses: 
Cost of real estate sales .........c.eeessereeeeees 7,594 5,120 
Taxes other than income taxes ........--...eeeeees 765 946 
iritetest OXPONSE <5 -.c. 3. ee Gees a ona ae Re sce 547 298 
La ett es be eae nap. eid er ten dead 794 847 
$ 9,700 $ 7,211 
Earnings from Land Holding, 
BSIOTS INCOME TAKEG cde. aay. vee on seyee arn w ela ese a deen $ 1,495 $ 3,096 
DEVELOPMENT EXPENSE 
Development Expense, excluding interest ............. $ 2,187 $ 1,828 
RONGEt ONDGNGE se peers we ash va talete <cine ner ciaein 825 147 
Total Development Expense ...........0..0eeeeeeeee $ 3,012 $ 1,975 
EARNINGS BEFORE INCOME TAXES .......-+++++e05 $ 3,125 $ 4,930 
INCOME TAXES (Note E) 
UNTO are ee coer e Nee eI ss esse a Mule Cale Rea die Oa $ (122) $ 1,489 
IBIS: lath clastic aietese te eal) o a's Hn Slane'w\aloiele: ol io. s/eiara's 1,160 562 
$ 1,038 $ 2,051 
BE 5 ARUN DN Caso orate nuicia ale aster, = pins lalc sole o's .ain/eie $ 2,087 $ 2,879 
EARNINGS IRER, SHARE: veaics sax ssiscivie esa csny'nisi'sio sale $ _.13 $  .18 


Statements of Financial Position 
Dayton Hudson Corporation and Subsidiaries 


(Thousands of Dollars) February 2, 1974 
ASSETS Consolidated Retail Real Estate 
CURRENT ASSETS 
OBS oot <5 eck s vine site ale a's ae am a aaa s ae eeiome inca eisalee eens $ 8,212 $ 8,127 $ 85 
Accounts receivable 
PRIBY:G8y AGCOURIS. 5 sherate.ahe re cinscla pon Glocmeernincespreiaaineine Dann 5,203 5,203 _ 
Deferred payment accounts .......2.sceccssrcccenasucceee 200,496 200,496 — 
CMG ACCOR ts aeiecininis ccs leer vines Stee oie a aaa teisas Weie 18,841 10,746 8,095 
Less allowance for l6sSos 1.5 nc:cc0 ieee’ os te nvwasideaecean’s ___ (4,386) (4,319) (67) 
220,154 212,126 8,028 
IntereaMmpany ACCOUNIS 205 ~isto-< os vv Care = alolelo Sic 618 atiacdynss/ele aie —_ 2,061 (2,061) 
Merchandise inventories (Note A).........seeeeeeeeeeeeeeees 200,026 200,026 — 
Supplies and prepaid expenses ...........e.eeeececeesecees __ 5,420 5,223 197 
TOTAL QURRENT ASSETS I, eins bien cia min cciautatia teldetaciste sis) $433,812 $427,563 $ 6,249 
INVESTMENTS AND OTHER ASSETS ...........0-cceeeeeeees $ 18,390 $ 7,422 $ 10,968 
PROPERTY AND EQUIPMENT (Note B) 
Lan BIG! HMPTAVEMIGIUG -steraiajasniiaisleimiatn) Pusaieie arb )sio'he/els.ers tise aie $ 86,776 $ 51,887 $ 34,889 
Buildings and improvements ..........eeeceeeccccecseceeees 362,409 243,419 118,990 
Fixtures: and Equipment siviciecccs: stare p.c jeje \vicaaietaiy ceria. sven! ean e 100,880 98,601 2,279 
Construction: lM Progrees.-<'s<.«aisacne an ciciele s2)2. ship slaw wots wae ka 25,274 13,259 12,015 
Accumulated deprechation ois vvit as dteeie.nern odlaiasleteeiiee ain sie, ot {193,392) (148,135) (45,257) 
_381,947 259,031 122,916 
$834,149 $694,016 $140,133 
LIABILITIES 


CURRENT LIABILITIES 


Accounts: payable. ron. e scx cnecieate saa is akietcccblenls ace Otek $ 88,711 $ 85,355 $ 3,356 
Taxes other than income taxes ...... aS on ecite 29,148 22,278 6,870 
Accrued liabilities ............. ai =e =e ae 31,560. 30,151 1,409 
Income taxes, currently payable 17,033 17,076 (43) 
Deferred income taxes — installment sales (Note E) ........... 28,785 28,785 —_ 
Current portion of long term debt .............eeceeeeeeeeees 9,124 3,702 5,422 
TOTAL. CURRENT LIABILITIES Ja. cisisis iis oes pene cadn ne vines $204,361 $187,347 $ 17,014 
EONG-TERM DEBT (Note BR) ©. i200 octane sm aisoie seine weisiere $268,771 $163,985 $104,786 
DEFERRED CREDITS — principally income taxes (Note E) ...... $ 20.470 $ 14,187 $ 6,283 
SHAREHOLDERS’ INVESTMENT (Notes B & C) .........0e0005 $340,547 $328,497 $ 12,050 
$834,149 $694,016 $140,133 


See accompanying Summary of Accounting Policies and Notes to Financial Statements. 
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(Thousands of Dollars) 


ASSETS Consolidated 
CURRENT ASSETS 
MSRBEN wh orc icrcole con, Surat bea ats Wena sian tea  wleate oa APA re ora oiacg Wal ore" $ 17,857 
Accounts receivable 
TIMES: GEV BOCOMIR sien Soe wtaaietots wvapeld san '5s6\0 5)5.8 bie asn:de 0 Berwin 7,157 
Deferred payment accounts: .0.5s csccccc re cccice nase cncsccce 163,773 
OUI, BOCA sice cere sipie's thie Wiha Win ela esa aivle vig oxislsjeliee as 23,271 
Less allowance for loss€S .............-eeeeeeeeceeceeeee (3,168) 
191,033 
MOI COMMP atts -BCCOUIS tp ac tenet alac «wie aisieaininic.c mx eeicine stamens — 


Merchandise inventories (Note A) 
Supplies and prepaid expenses res 
OPAL CURRED MOGET Ou .is ssi aisjninven aienalaa asa alee de satarnce 


PROPERTY AND EQUIPMENT (Note B) 


Lanchand WAplovemients > So... s. 5S occec icc cclieae nels aces sues $ 83,972 
Buildings and improvements .............ceeecccscccccccece 342,887 
Fixtures and equipment ................. -- 105,888 
Construction in progress 12,612 
Accumulated depreciation (184,227) 
361,132 
$787,600 
LIABILITIES 
CURRENT LIABILITIES 
TADCEAITNB ORYIING: s:05p cine sles Sen is ee as cafelaiaisinlain’ 6, 00s s/an Ss cintacn $ 81,850 
Taxes other than income taxes ..........ecceccescccececeves 27,133 
PCCM HANGS oe «5 sas oy x cictieiats v vik aS Owie Cmte eile eta wis dare’ 26,758 
Income taxes, currently payable .............2005 17,774 
Deferred income taxes — installment sales (Note E)... 23,525 
Current portion of long term debt .........+.ee00 8,287 
TOTAL CURRENT LIABILITIES $185,327 
LONGITERM- DEBT (Note Bl cn sian... she speatr was cscwama dl $259,039 
DEFERRED CREDITS — principally income taxes (Note E)...... $ 18,540 
SHAREHOLDERS’ INVESTMENT (Notes B & C) ............. $324,694 


$787,600 


February 3, 1973 


$ 17,218 


7,157 
163,773 
18,022 
(3,156) 
185,796 
892 
197,836 
4,725 


$ 80,112 


19,104 
25,782 
16,919 
23,525 
3,896 
$169,338 


$176,489 
$ 13,390 


$305,831 
$665,048 


fe 


165 
$ 5,149 


$ 4,815 


$ 31,909 
111,195 
2,063 
8,226 
(40,805) 
112,588 
$122,552 


Statements of Changes in Financial Position 
Dayton Hudson Corporation and Subsidiaries 


CONSOLIDATED 
(Thousands of Dollars) 1973 1972 
52 Weeks 53 Weeks 
Ended Ended 


February 2,1974 February 3,1973 


FUNDS PROVIDED BY 
Operations: 


Earnings before extraordinary items .........essseeeeee $27,300 $ 28,195 
Items not affecting working capital: 

Depreciation and amortization ..............eeeee0e. 25,279 24,370 

Increase in non-current deferred income taxes .. 2,337 2,662 

SPENT OMAS a s atecgtes cncecte siosea ran in exnota ale, oa abaienand ___910 411 
Total from operations before extraordinary items. . . $55,826 $ 55,638 
Extraordinary items, net of applicable 

Income taxes (Note D) ..........sccccceeececce noha - (692) 
Extraordinary items not affecting working capital......... oi 1,770 
TOTAL FROM) OPERATIONS: <i isciere eiataienie oie visiclocere cieiswe $55,826 $ 56,716 
Proceeds from sale of investments, less net gain 

included with extraordinary iteMS ..........seeeeeees $ —- $ 3,150 
Increase in long term debt ..........csceccecseccceces 17,639 37,826 
Disposals of property and equipment ...........eeeeeee 9,681 6,390 
OMIOE Mayatttte cin othe <' sietaieis che stscinton irr aie cies iiss ate wiele ___244 2 VBA) 

$83,390 $105,693 
FUNDS USED FOR 
Additions to property and equipment ................+- $55,775 $ 36,876 
Reduction of long term debt .........scseecceceeeere 7,907 9,025 
GSH iCIMIGORE ean... tet. misc alls sa whee a anal ieee 8,917 8,666 
Acquisition of treasury StOCK .........eeeeeeeeeeceeune 2,530 2 
Increase in long term receivables ............eeeeeeeee 4,294 521 
Other Ob par 805 = 
Increase in working capital __ 3,162 50,603 
$83,390 $105,693 

CHANGES IN COMPONENTS OF 
WORKING CAPITAL: 
Increases (decreases) in current assets: 

Cash $ (9,645) $ (7,668) 

Accounts receivable 52 “e 29,121 28,172 

Merchandise inventories 2,190 15,901 

Supplies and prepaid expenses ............0 apreets 530 1,448 


$22,196 $ 37,853 


Increases (decreases) in current liabilities: 


Notes: payable’.ii/.:< sicjainars oda ate sens Guteteinen Sensi $ - $ (31,750) 
Actounts payable, ia asses. se.c Names s aectes peas 6,861 12,115 
Accrued expenses and other.........0ceeeccccecess 12,077 7,987 
Income taxes, currently payable .........seeeeeeeeee (741) 3,521 
Current portion of long term debt ...........eeeeeeee 837 (4,623) 
$19,034 $12,750) 

NET INCREASE «25... <).2% ot sie)sisasrees ete ean oie Sect $ 3,162 $ 50,603 


See accompanying Summary of Accounting Policies and Notes to Financial Statements. 
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RETAIL 


(Thousands of Dollars) 


FUNDS PROVIDED BY 
Operations: | 
Earnings before extraordinary items......... ar 
Items not affecting working capital: | 

Depreciation and amortization .............4 


Increase in non-current deferred 
income taxes 


OL cio Uae Gates race SHB OAs 


Total from operations before 
OxtFAcrdinary, HEMS \... aspera aclak on vio aed 


Extraordinary items, net of applicable 
income taxes (Note D)..............00e0e9 


Extraordinary items not affecting working 
KOEI te ores cssi & alee eral des iY Reap meee ee 
TOTAL FROM OPERATIONS 


Proceeds from sale of investments, 
less net gain included with 
extraordinary OMS) ..404 vir edames ata. eres 


Increase in long term debt 
Dividends received from Real Estate ......... 4 
Disposals of property and equipment ........., 
GRE Sinai oth sonatas sina bahs deat alae alesis ae 


FUNDS USED FOR 
Additions to property and equipment .........4 
Reduction of long term debt .............20. , 
Cash GivVIGONGS: 55 siakig.cies resciprelsiece eles eteieiei tai 
Acquisition of treasury stock .... 
Other 
Increase in working capital ............-.005 


CHANGES IN COMPONENTS OF 
WORKING CAPITAL: 


Increases (decreases) in current assets: 
Cash 


Supplies and prepaid expenses . ra ar 
Intercompany accounts ..........ee+eeeee 


Increases (decreases) in current liabilities: 
Notes PaVabIes <0) .<(ic sitins acne petals sa. Ree 
Accounts payable 
Accrued expenses and other 
Income taxes, currently payable ........... 
Current portion of long term debt ........... 


NER INGREASE “au .cmceia ct din ae. 0 1 eco aterm isi haa 


1973 1972 
52 Weeks 53 Weeks 
Ended Ended 


February 2.1974 February3,1973 


$ 25,316 


19,749 


2,049 
390 


$ 47,504 
(692) 


1,770 
$ 48,582 


$ 3,150 
25,000 
9,697 
165 
3,669 

$ 90,263 


$ 27,020 
4,522 
8,666 

2 

256 
49,797 

$ 90,263 


$ (8,078) 
27,265 
15,901 

1,317 
(1,029) 
$ 35,376 


$ (31,750) 
14,714 
7,587 
3,043 

(5,012) 

$ (14,421) 
$ 49,797 


REAL ESTATE 
(Thousands of Dollars) 1973 
52 Weeks 
Ended 


1972 
53 Weeks 
Ended 


February 2,1974 February3,1973 


FUNDS PROVIDED BY 


Operations: 
NGE-GAITUTIQS caress gie'sioerd > Satesttatas koraci salsa sare’: care $ 2,087 
Items not affecting working capital: 
Depreciation and amortization ............000000e 4,463 
Increase in non-current deferred income taxes.......- 1,160 
Other lems io. i: hence mennne as se Skene wae 55 520 
Funds provided by operations before payments 
ON MONG feROb! ....csised sites sare de view seenwecs $ 8,230 
Principal payments on long term debt ..........00++e0e (5,173) 
Funds. afferent Services. tc giaietaats wcsis =/s.e\ecsvejas.s. seek $ 3,057 
Other sources: 
Increase in long term debt ......-..s2cececeseccceesss $28,440 
Disposals of property and equipment ...............-- 7,671 
$39,168 


FUNDS USED FOR 
Additions to property and equipment ...........+++e00. 
Dividends paid to Retail ......... 22... cece cece eee ee 
Other working capital changes, net ..........sseeeeee 
Increase (decrease) in long term receivables . . 
LON Taos Bach dime Matin Sin Ne mea ote ie ale OREN SD es otal 
Increase (decrease) in cash 


(4,503) 
$ 3,631 


$12,826 
6,225 
$22,682 
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Summary of Accounting Policies 
Dayton Hudson Corporation and Subsidiaries 


Dayton Hudson Corporation uses the 
accrual method of accounting following 
generally conservative accounting pol- 
icies. These policies include depreciat- 
ing fixed assets generally over the 
shortest allowable life, expensing start- 
up costs (interest and taxes during con- 
struction and pre-opening expenses) as 
they are incurred, and the LIFO method 
of inventory valuation. 

The following is a more specific descrip- 
tion of these and other accounting 
policies. 

Consolidation. The financial statements 
include the accounts of Dayton Hudson 
Corporation and subsidiaries, substan- 
tially all of which are wholly owned. The 
joint ventures of the real estate subsid- 
iaries are accounted for on an equity 
basis. 


Financial Data by Lines of Business. 


Dayton Hudson Corporation is a diversi- 
fied retail organization which operates 
department stores, low margin stores 
and specialty stores. In addition, the Cor- 
poration’s real estate operation owns and 
manages regional shopping centers and 
other commercial properties. 

In order to more clearly delineate the 
effect of the retail and real estate 
activities on the Corporation's results of 
operations, flow of funds, and financial 
position, the accompanying financial 
statements have been presented as con- 
solidated, retail only and real estate 
only. Because informative reporting re- 
quirements differ widely between retail 
and real estate, it will not be possible in 
all cases to total individual captions on 
the retail and real estate financial state- 
ments to agree with consolidated total 
captions. Since legal entities are not ex- 


clusively either retail or real estate, the 

following allocation methods have been 

employed to prepare the separate finan- 
cial statements. 

Assets, liabilities, revenues and expens- 

es specifically identifiable as either 

retail or real estate have been so desig- 
nated, with those not specifically identi- 
fiable allocated as follows: 

1. Shopping center property, including 
related depreciation, owned by real 
estate and utilized by department stores 
is allocated to the applicable retail 
stores on the basis of the percentage 
of area occupied by the Corporation's 
department stores to gross area. The 
common mall areas, heating, ventilat- 
ing and air conditioning facilities of the 
shopping centers are considered real 
estate properties. Parking lot area is al- 
located on the basis of leaseable space 
in the center, which is consistent with 
industry standards. 

2. Secured debt and related interest are 
allocated on the basis of the property 
pledged as collateral to the debt. Un- 
secured long term debt has been as- 
signed to retail except for the portion 
utilized to finance real estate construc- 
tion in progress. 

3. Property taxes are allocated on the 
basis of gross leaseable area, which is 
in accordance with general terms of 
leases with shopping center tenants. 

4. Income tax expense is allocated as 
follows — tax on capital gains trans- 
actions are allocated directly to the ap- 
propriate line of business with the re- 
mainder allocated using the overall 
effective rate. Deferred income taxes 
have been allocated to the real estate 
and retail lines of business based on 


the assets or liabilities associated with 

those deferred taxes. 
Financial data presented elsewhere in 
the annual report also delineates the re- 
sults of retail operations between depart- 
ment stores, low margin stores, and 
specialty stores. Corporate Office ex- 
penses are allocated to the retail and 
real estate lines of business based on 
assets, sales and payroll dollars. 


Inventories. Inventories and related cost 
of sales are accounted for principally by 
the retail inventory method using the 
last-in, first-out (LIFO) basis. 

Other Costs, Expenses, and Related 
Statement of Financial Position Ac- 
counts. Property and equipment is 
carried at cost less accumulated depre- 
ciation. The depreciation expense is 
computed by the straight line method for 
reporting purposes and by accelerated 
methods for income tax purposes. The 
related deferred income taxes are in- 
cluded in ‘Deferred Credits" on the 
Statements of Financial Position. The fol- 
lowing estimated lives are used in com- 
puting depreciation: buildings — 20 to 
50 years; leaseholds and leasehold im- 
provements — life of lease or expected 
useful life of the asset whichever is less; 
and fixtures and equipment—3 to 20 
years. Leasing expenses and allowances 
to tenants for leasehold improvements 
are amortized over the life of the leases. 
Expenses incurred in obtaining long- 
term debt are amortized over the period 
of the debt. 


Development expense of new stores, in- 
cluding interest, real estate tax during 
construction and pre-opening expenses, 
are expensed as incurred for new stores 
and for land held for future development. 


New buildings and major renovation of 
older buildings are capitalized and de- 
preciated over their estimated useful 
lives, 

Retail customer accounts receivable are 
generally written off in full when any 
portion of the unpaid balance is past 
due twelve months. The allowance for 
losses arising from uncollectible custom- 
er accounts receivable is based on his- 
torical bad debt experience and an eval- 
uation of periodic aging of the accounts. 
The Corporation and its subsidiaries 
have several retirement plans covering 
substantially all employees. The Cor- 
poration's policy is to fund pension costs 
accrued. The contributions to the plans 
for fiscal 1973 and 1972 were $5.1 mil- 
lion and $4.8 million, respectively. The 
actuarially computed value of vested 
benefits of one plan exceeds the pen- 
sion fund assets by $2.6 million. In the 
aggregate, however, total pension fund 
assets exceed total liabilities of all plans. 
In addition, the Corporation has a Sav- 
ings and Stock Purchase Plan which is 
made available to substantially all em- 
ployees who meet the eligibility require- 
ments (primarily based on age and length 
of service). Under this plan, the Corpo- 
ration contributes 50¢ for each dollar 
deposited by the employee. Vesting com- 
mences after participating in the plan 
for three years and the employee is fully 
vested after ten years. 


Income Taxes. Deferred income taxes 
are provided for income and expenses 
which are recognized in different ac- 
counting periods for financial reporting 
than for income tax purposes. 

Gross profit on installment sales is rec- 
ognized for financial reporting purposes 


when the sales are recorded. For income 
tax purposes the installment method of 
reporting profit on installment sales is 
used, The related deferred income taxes 
are included in the Statements of Finan- 
cial Position as a current liability. 
Deferred income taxes resulting from 
the use of accelerated depreciation 
methods are classified as ‘‘Deferred 
Credits" in the Statements of Financial 
Position. 

The Corporation and its subsidiaries file 
a consolidated Federal income tax 
return. 

The income tax provision includes Fed- 
eral and State income taxes computed 
at ordinary and capital gains rates (prin- 
cipally in the real estate operations), 
where applicable. Investment credit has 
been used to reduce income taxes in 
the year the property was placed into 
service. 

Per Share Data. Earnings per common 
share, consolidated and retail, have been 
computed after provision for dividends 
on preferred stock ($334,000 in 1973 
and $337,000 in 1972) based upon the 
weighted average number of shares 
(15,890,000 in 1973 and 16,017,000 in 
1972) outstanding during the year. Per 
share amounts for real estate have been 
computed based on net income of real 
estate operations. 

Reclassification of Accounts. Certain 
account balances of prior years have 
been reclassified to conform with classi- 
fications in 1973. None of these reclassi- 
fications had an effect on net earnings. 


25 


Notes to Financial Statements 
Dayton Hudson Corporation and Subsidiaries 


A. INVENTORIES AND COST OF SALES 

Substantially all inventories (approximately 88%) are recorded at 
cost on the last-in, first-out (LIFO) method. The remaining inven- 
tories are stated at the lower of cost (first-in, first-out) or market. 


Inventories in the respective years are stated $21.8 million and 
$11.4 million less than the amount which would have been de- 
termined under the retail method without regard to last-in, first- 
out principles. 


B. LONG TERM DEBT and other borrowings 
(Thousands of Dollars) 
A summary of long term debt due beyond one year is as follows: 


February 2, 1974 February 3, 1973 


Consol- Real Consol- Real 
Idated Retail Estate idated Retail Estate 
Notes under 
1971 Credit 
Agreement ..... $ 32,000 $ 20,000 $ 12,000 $ 29,000 $ 29,000 
Notes under 
1973 Credit 
Agreement ....- 25,000 25,000 25,000 25,000 
Sinking Fund 
Debentures ..... 50,000 50,000 50,000 50,000 


5%% Sinking Fund 
Notes — payable 
$800,000 annually 
to 1982 ........ 7,200 7,200 8,000 8,000 


6% Sinking Fund 
Notes and other 
unsecured notes 
— maturing at 
various dates to 
1985 and bearing 
interest at from 
4% to 7¥2% ... 4,235 4,235 4,650 


Mortgage notes, 
notes and con- 
tracts for purchase 
of real estate — 
payable over 
periods ranging to 
30 years from 
inception and 
bearing interest at 
from 4% to 10% 150,336 57,550 92,786 142,389 59,896 82,493 


$268,771 $163,985 $104,786 $259,039 $176,489 $82,550 


4593 $ 57 


The notes under the 1971 Credit Agreement, as amended in 1973, 
bear interest at the prime rate (9.5% at February 2, 1974) and are 
payable on December 31, 1976. The maximum amount available 
under the Agreement is $40 million and the Corporation may at 


any time prior to maturity convert the commitment balance to a 
term loan payable in 16 equal quarterly installments commencing 
three months after the conversion date. In February, 1974, the $32 
million owing at year-end under the 1971 Credit Agreement was 
refinanced by $32 million of short-term borrowings. In compensa- 
tion for the revolving credit, the Corporation was expected to and 
did maintain average net collected balances of approximately 
$3.75 million during 1973. These balances were at all times legally 
subject to withdrawal with no restrictions, and served as part of 
the Corporation's operating cash balance. 


The notes under the 1973 Credit Agreement bear interest at a 
variable rate not to exceed an average of 7%% over the life of the 
Agreement. The maximum amount available under the Agreement 
is $25 million. The notes are payable on January 2, 1975, or the 
Corporation has the option to convert the balance to a term loan 
payable in 32 equal quarterly installments with final maturity on 
January 3, 1983. The Corporation is not required to maintain com- 
pensating balances under the Agreement. 


A commitment fee of Y of 1% per annum is payable on the un- 
used commitment balance under both credit agreements. 


The 7%% and 9%4% Sinking Fund Debentures, each for $25 
million, due in 1994 and 1995, respectively, are redeemable 
through minimum annual sinking fund payments of $1.25 million 
commencing in 1975 and 1976, respectively. 


The 7%4% and 934% Sinking Fund Debentures, the Credit Agree- 
ments and the 5%% and 6% Sinking Fund notes each contain 
varying provisions and restrictions for the protection of the lend- 
ers relating to working capital, sale of receivables, dividends and 
other restricted payments and other restricting convenants. Under 
the most restrictive of these provisions, $74.3 million of retained 
earnings at February 2, 1974, was available for dividends and 
other restricted payments. 


The book value of land, buildings and equipment, pledged as col- 
lateral to mortgage notes and contracts aggregated $169.0 million 
at February 2, 1974. 


Aggregate annual payments on long-term debt (exclusive of notes 
under credit agreements) for the next five years are as follows: 
1974 — $9,124; 1975 — $9,167; 1976 —$13,326; 1977 — $15,967; 
1978 — $9,093. 


The Corporation has available annually renewable, unsecured lines 
of credit totaling $105.5 million with 16 banks. Borrowing under 
these lines is at the prime interest rate. During 1973, the maximum 
short term debt (bank lines and commercial paper) outstanding 


_— 


on any one day was $73 million, and the average was approxi- 
mately $40 million. There was no short term debt in use at year- 
end. The average interest rate paid on short term borrowing was 
approximately 8.3%. In compensation for the line of credit ar- 
rangements at the banks, the Company was expected to and did 
maintain average net collected compensating balances (ledger 


C. SHAREHOLDERS’ INVESTMENT 
(Thousands of Dollars) 


balances less float, as computed by the banks) of approximately 
$10.6 million. These balances were at all times legally subject to 
withdrawal with no restrictions, served as part of the Corporation's 
operating cash balance and at certain banks served additionally 
as compensation for account handling and other services. 


Lines of Business Consolidated 
Additional 
Real Preferred Common Paid-in Retained 
Retail Estate Total Stock Stock Capital Earnings 

Balance January 29, 1972 ........-.0eeeeeaee $280,149 $25,681 $305,830 $622 $16,015 $39,302 $249,891 
Net Eamings ti22 cvs cisipise ass depacnnisaa ss esx 24,624 2,879 27,503 27,503 
Cash Dividends: 

Common Stock ($.52 a share) ............-5 (8,329) (8,329) (8,329) 

Pretarved SOCK YK scien ciciatcteaiesainensiswmasals (337) (337) (337) 
Common Stock Purchased for 

Treasury (559 Shares) 2.5.0.0... ccccensees (2) (2) (1) (1) 
Dividend — Real estate to retail 9,697 (9,697) 
2 CRIS or eto IES SATE er Se ea 29 29 (5) 3 
Balance February 3, 1973 ..................- $305,831 $18,863 $324,694 $617 $16,017 $39,333 $268,727 
Not Eanes. pms swaecies saine esis cigemoignem cs 25,213 2,087 27,300 27,300 
Cash Dividends: 

Common Stock ($.54 a share) .........-..+- (8,583) (8,583) (8,583) 

Preferred SlOCK Sc tee wine serocdsceenes aces (334) (334) (334) 
Common Stock Purchased for 

Treasury (167,200 shares) (2,530) (2,530) (167) (2,363) 
Dividend — Real estate to retail 8,900 (8,900) 
GINO Rena ottawa ae ae eal sate eee Reeacbae (10) 2 8 
Balance February 2, 1974 ..............-...5 $328,497 $12,050 $340,547 $607 $15,852 $39,341 $284,747 


Preferred Stock — Authorized 200,000 shares voting without par 
value, issuable in series; outstanding at February 2, 1974 and 
February 3, 1973, 33,675 and 34,675 shares, respectively, of $5 
Convertible Preferred Stock (liquidation value of $3.4 million), and 
27,000 shares of $6 Convertible Preferred Stock (liquidation value 
of $2.7 million); convertible into Common Stock at 2% shares for 
each share of Preferred Stock. 


Common Stock — Authorized 20,000,000 shares par value of $1 a 
share; outstanding at February 2, 1974, consists of 16,081,118 
shares issued less 228,587 shares in Treasury, and at February 
3, 1973, 16,081,118 shares issued less 64,053 shares in Treasury. 


D, EXTRAORDINARY ITEMS 
(Thousands of Dollars) 


The Results of Operations for 1972 include an extraordinary 
charge of $1,770, net of applicable income tax credits of $911, 
for the writedown of the Corporation's investment in a catalog 
showroom business in connection with the disposition of that busi- 
ness and an extraordinary credit of $1,078, net of applicable in- 
come taxes of $561, representing gain on the sale of investments. 


E. INCOME TAX EXPENSE 
(Thousands of Dollars) 


The components of the provision for income taxes are as follows: 


1973 1972 
Total Federal State Total Federal State 
Consolidated: 
Current ...... $18,951 $16,149 $2,802 $18,994 $15,785 $3,209 
Deferred . 7,031 6,158 873 7,391 6,723 658 
Total anc $25,982 $22,307 $3,675 $26,385 $22,508 $3,877 
Retail: 
Current ...... $19,073 $16,395 $2,678 $17,505 $14,426 $3,079 
Deferred ..... 5,871 5,132 739 6,829 6,223 606 
JOtall sca 7 $24,944 $21,527 $3,417 $24,334 $20,649 $3,685 
Real Estate: 
Current ...... $ (122) $ (246) $ 124 $1,489 $ 1,359 $ 130 
Deferred ..... 1,160 1,026 134 562 500 62 
Total! case cle $1,038 $ 780 $ 258 $ 2.051 $ 1,859 $ 192 


Dayton Hudson Corporation and Subsidiaries 


Deferred income taxes result from timing differences in the recog- 
nition of revenue and expense for financial reporting and income 
tax purposes. The timing differences and the related deferred taxes 
are as follows: 


1973 1972 
Consol- Real Consol- Real 
idated Retail Estate  idated Retail Estate 
Excess of tax over 

book depreciation ..$2,155 $1,437 $ 718 $2,732 $1,811 $921 

Deferred income on 
installment sales ... 5,048 4,694 354 4,131 4,634 (503) 
(172) (260) 88 528 384-144 
$7,031 $5,871 $1,160 $7,391 $6,829 $562 


Based on the Corporation's anticipated future operations and ex- 
penditures, no substantial reduction in the deferred income tax 
balance is anticipated in the succeeding three years. 


The 1972 amounts are before giving effect to tax credits of $350 
applicable to extraordinary items. 


F, STOCK OPTION PLANS 

The Corporation has two stock option plans for key employees. No 
new options will be awarded under the Qualified Stock Option 
Plan, adopted by the Corporation in 1967. Under the 1972 Em- 
ployee Stock Option Plan as amended, certain eligible employees 
received qualified stock options, non-qualified stock options, and 
a right to receive, without payment of cash to the Corporation, a 
number of shares as determined under a formula in lieu of exercise 
of the related qualified and non-qualified stock options. The quali- 
fied and non-qualified stock options were granted at 100% of 
market at date of grant with the qualified stock option expiring in 
five years and the non-qualified stock option in ten years. To the 
extent option shares are used in calculating stock rights, the re- 
lated option shares are cancelled. 400,000 shares were originally 
reserved for issuance under the 1972 Stock Option Plan. Shares 
available for grant at February 2, 1974, and February 3, 1973, 
were 328,000 and 361,250, respectively. 


Certain stock options granted and to be granted could, under cer- 
tain circumstances, result in charges against operations of the 
Corporation as compensation to the participant. There were no 
such charges during 1973 and 1972. 


Options for the purchase of 167,700 and 194,650 shares were 
outstanding at February 2, 1974, and February 3, 1973, respective- 
ly, at prices ranging from $11.25 to $39.00 per share. Options for 
66,350 and 3,100 shares were cancelled during 1973 and 1972, 
respectively, at prices ranging from $24.13 to $39.00 per share. 
Options for 32,076 and 26,749 shares during 1973 and 1972, re- 
spectively, became exercisable at prices ranging from $24.13 to 
$39.00 a share. 


Notes to Financial Statements (Continued) 


G. LEASES AND OTHER COMMITMENTS 

(Thousands of Dollars) 

Rental expense on long-term leases included in the income state- 
ments for fiscal years 1973 and 1972, net of sublease income was: 


1973 1972 

Financing leases: 
Minimum, rentals. «cis casccesacasc cee scea sed $ 2,668 $ 2,573 
Contingent rentals ....... +s 2cseseeeeeeeeee 257 295 
$ 2,925 $ 2,868 

Other leases: 

MINION) Fontals i si55.055 waeinca tind siaedietihs $12,097 $10,295 
CORMNGONE TELBIE. cists rain ai cisin nies ca kelnlcio’e cic eta 2,831 2,529 
$14,928 $12,824 
gre STR re Sia eee arte einem rg eerie $17,853 $15,692 


Sublease income of $1,201 (financing leases — $507; other leases 
— $694) for 1973 and $928 (financing leases — $454; other 
leases — $474) for 1972 have been deducted from total rentals in 
determining the above expenses. 


Financing leases have not been capitalized in the accompanying 
financial statements. 


Contingent rentals are generally based upon a percentage of 
sales. Most leases require additional payments for real estate 
taxes, insurance, and other expenses. 


The consolidated minimum annual rentals of long-term noncancel- 
able leases of the Corporation and subsidiaries at February 2, 
1974, net of rentals to be received from noncancelable subleases 
for space leased to others, were as follows: 
Financing Leases Other Leases 


Real Personal Real 


Personal 
Total Property Property Property Property 
BOTS iss own aie sie $12,828 $2638 $355 $9,361 $474 
1975. 3. ++ 13,100 2,638 355 9,805 302 
1976 ++ 12,687 2,638 355 9,607 87 
1977 ++ 12,423 2,655 355 9,396 17 
1078: s 35:5 s+ 12,180 2,770 237 9,147 6 
1979-1983 .. -. 54,971 13,908 - 41,063 - 
1984-1988 .. ++ 36,753 12,610 - 24,143 - 
1989-1993 .. -» 16,044 10,491 - 5,553 - 
1994 a setasese 19,882 13,462 = 6,420 - 


The above minimum rentals reflect the Corporation's gross lease 
Obligations reduced by sublease income from real property an- 
nually averaging approximately $1,397 for 1974-1978; $957 for 
1979-1983; $672 for 1984-1988; $584 for 1989-1993; and $448 
for 1994. Substantially all leases are for property used by the 
Retail companies. 


ed 


The estimated present values and related interest rates of net 
minimum rental commitments for financing leases at February 2, 
1974, and February 3, 1973, are as follows: 


Interest Rates Present Value 
Weighted Average Range Feb. 3, Feb. 2, 
1973 1972 1973 1972 1974 1973 


71% 7.3%  5%-10%  5%-10% $32,155 $30,322 
Substantially all financing leases are for real property. 


If all financing leases had been capitalized, net income for 1973 
and 1972 would have been reduced by less than 1% for both 
years. 


Commitments for construction of new facilities and the purchase 
of real estate amounted to approximately $28.3 million and $20.8 
million at February 2, 1974, and February 3, 1973, respectively. 


H. CREDIT SALES RESULTS 

Credit sales were $588.0 and $512.2 million for 1973 and 1972, 
respectively. Regular charge account sales, including revolving 
charge accounts, were approximately 96% of total credit sales. 
Time payment accounts make up the balance of credit sales. 

The cost of the retail credit operation presented in accordance 
with a practice generally followed by the retail industry is as 
follows: 


(In millions) 1973 1972 
Costs 
Administration’. «cases chs setweuee censdedetaees $16.8 $14.5 
Li, See eon ees 10.5 8.1 
Provision for bad debts . . 5.0 29 
Total costs .... -$32.3 $25.5 
Service charge income . -$19.2 $16.4 
GHOGECOBYOR IORI ea asin accede bes ansseis.om lt oraiae ae $13.1 $ 9.1 
Net cost of credit 
(net of income tax credit of $6.4 and $4.4) ......... $ 6.7 $ 4.7 
Net cost as a percent of credit sales ..........-ee008 1.1% 9% 


Administration costs include in-store costs related to credit activ- 
ities as well as the direct cost of operating the credit offices. 


Interest is computed by applying the average interest rate incurred 
on retail operations (7.3% for 1973 and 6.6% for 1972) to the 
average total customer accounts receivable reduced by deferred 
income taxes resulting from retail installment sales. 


The income tax credit is computed at the Corporation's consoli- 
dated effective income tax rate. 


The Corporation is unable to measure incremental sales attrib- 
utable to the extension of credit. 


Accountants’ Report 


Board of Directors and Shareholders 
Dayton Hudson Corporation 
Minneapolis, Minnesota 


We have examined the financial 
statements of Dayton Hudson 
Corporation and subsidiaries and of 
their Retail and Real Estate Operations 
as of February 2, 1974 and February 
3, 1973. Our examinations were made 
in accordance with generally accepted 
auditing standards, and accordingly 
included such tests of the accounting 
records and such other auditing 
procedures as we considered necessary 
in the circumstances. 


In our opinion, the accompanying 
statements of financial position and 
statements of results of operations and 
changes in financial position present 
fairly the financial position of Dayton 
Hudson Corporation and subsidiaries 
and of their Retail and Real Estate 
Operations at February 2, 1974 and 
February 3, 1973 and the results of 
their operations, changes in share- 
holders’ investment and changes in 
financial position for the years then 
ended, in conformity with generally 
accepted accounting principles applied 
on a consistent basis; and, as to the 
Retail and Real Estate Operations, in 
conformity with the accounting prac- 
tices described in the Summary of 
Accounting Policies set forth in the 
financial statements applied on a 
consistent basis. 


te eae 


Ernst & Ernst 
Minneapolis, Minnesota 
March 22, 1974 
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Ten Year Comparisons 
Dayton Hudson Corporation and Subsidiaries 


TOTAL REVENUES (millions) 
EARNINGS BEFORE INCOME TAXES AND EXTRAORDINARY ITEMS (millions) 
INCOME TAXES — Federal, state and local (millions) 
EARNINGS BEFORE EXTRAORDINARY ITEMS (millions) 
NET EARNINGS (millions) 
DEPRECIATION AND AMORTIZATION (millions) 
RETURN ON BEGINNING SHAREHOLDERS’ EQUITY 
PER COMMON SHARE 
— Net earnings before extraordinary items 
— Net earnings 


— Cash dividend? 


— Book value 
CAPITAL EXPENDITURES (millions) 
YEAR END FINANCIAL POSITION (millions) 
Working capital 
Property and equipment, net of depreciation: 
Retail 
Real Estate 
Total 
Long term debt: 
Retail 
Real Estate 
Total 
Shareholders’ equity 
AVERAGE COMMON SHARES OUTSTANDING (thousands) 


The Ten Year Comparisons should be read in conjunction with the Financial 
Review and Financial Statements. 


8On a historical basis after giving retroactive effect to stock splits. 
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1973 


$1,407.3 


$ 


rn n Ff 


frnonfnfAnA fF 


fFn fF fF 


53.3 
26.0 
27.3 
27.3 
25.3 
8.4% 


229.5 


259.0 
122.9 


381.9 


164.0 
104.8 
268.8 
340.5 


15,890 


1972 


$1,297.4 
54.6 
26.4 
28.2 
27.5 
24.4 


9.2% 


1.74 
1.70 
52 
19.88 


36.9 


226.3 


248.5 
112.6 


361.1 


176.4 

82.6 
259.0 
324.7 


16,017 


1971 


$1,120.8 
45.7 
21.0 
24.7 
24.7 
22.6 
8.6% 


1.52 
1.52 
50 
18.70 


33.3 


175.7 


243.8 
110.7 


354.5 


153.0 
74.2 
227.2 
305.8 
16,017 


159.2 


234.7 
113.4 


348.1 


146.5 

76.1 
222.6 
289.6 


16,020 


148.8 


206.7 
105.8 


312.5 


124.4 

69.3 
193.7 
269.7 


15,814 


1968 


$ 813.4 
51.0 
26.4 
24.6 
24.6 
14.0 


10.3% 


1.54 
1.54 
40 
15.94 


52.9 


135.0 


159.5 
79.2 


238.7 


80.4 
38.4 
118.8 
255.8 


15,850 


134.8 


123.6 
78.5 


202.1 


51.0 
47.3 
98.3 
237.7 


15,262 


126.7 


109.4 
79.9 


189.3 


52.8 
51.5 
104.3 
211.5 


14,582 


118.7 


98.7 
75.1 


173.8 


44.1 
53.8 
97.9 
193.5 


14,894 


92.8 


90.7 
71.5 


162.2 


43.3 
37.7 
81.0 
173.0 


14,875 
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Five Year Comparisons 
Dayton Hudson Corporation and Subsidiaries 


RETAIL 
1973 19720) 1971 1970 1969 
DEPARTMENT STORES 
Sales (milllons)) cciciescces's case ses catssjacncen dacetetetn etn cae ee $ 793.5 $ 732.9 $ 674.2 $ 602.3 $ 608.2 
Earnings before allocated interest and 
income taxes (MiIliONS) ........+eeeeeeeeee SSP Done OSes $ 50.3 $ 47.2 $ 35.6 $ 35.4 $ 42.7 
PercenhtOshles src moar ss es 6.3% 6.4% 5.3% 5.9% 7.0% 
Allocated interest (millions) $ 83 $ 80 S84 $ 79 3 28:3 
Earnings before income taxes (millions) ..........seeeeeeeeeee $ 42.0 $ 39.2 $ 27.5 $ 27.5 $ 37.4 
FANGOREIO GAGS. ccctaretaterale(e oie = iayerale nial ain cve'e'einicia’s aicleisicinse’= aa 5.3% 5.3% 4.1% 46% 6.1% 
NuMBSr Ob Stopes: cn meagre y sale e.arsisc, ana 08:0 aim oreisinie a'arsip ears 34 31 30 26 23 
Total square feet (thousands) .....0..ssssesessccesssecsscces 9,437 9,181 9,294 8,683 8,032 | 
Sales GOr Siware FOE. aac nso ctare ce sie ein oie einik oh pw nidiareia Oa $ 84.08 $ 79.83 $ 72.54 $ 69.37 $ 75.72 | 
LOW MARGIN STORES | 
SOLS AMIS) Paik e waive pistons askacisis Mies wee. ew e. tostas win etal slats ia $ 470.3 $ 440.4 $ 345.8 $ 289.0 $ 233.5 
Earnings before allocated interest and 
INCOMIG fAxOS: (TANNONSH ee wine 'sc.aisip ticwinleinls.c csie-cle le cata ores cre $ 108 $ 13.3 $ 17.3 $ 12.8 $ 10.9 | 
POreehtt0. SObGS fara siniola iste ohstais lowe olaialeiaisivisielatwisiaiewalovelp civ 2.3% 3.0% 5.0% 44% 4.7% , 
Allocated interest (millions) ...........ecesesecececeseeenees $ 42 $ 4A $ 36 $ 4.0 $31 
Earnings before income taxes (millions) ...........eeeeeeeees $ 66 $ 9.2 $$. 137 $ 88 $ 78 
PerContto Sales: cdo dc cs 'alsis vfs me wisnins 1.4% 2.1% 4.0% 3.0% 3.3% 
NamiberF OF StOFES O55 oxen atk veins vie ns. ps 50 50 34 27 19 
Total square feet (thousands) anh 5,563 5,518 4,220 3,516 2,390 
Sales persauara footy. oc msncoae  aaatheleictey epee inne ares ne $ 84.54 $ 79.81 $ 81.94 $ 82.18 $ 97.70 
SPECIALTY STORES 
Salas: (MaMONg) ers sabre sates 2 dais oles etha aMaieemiard Senin eaelan ele $ 89.5 $ 68.3 $ 55.6 $ 27.1 
Earnings before allocated interest and 
income: takes (MUNOMEN:«.o..as.caseeulae goa sae sara oes S$” .20 $ 19 $ 8 $ 3 
Percent to sales ......... 2.3% 2.8% 1.4% 1.1% 
Allocated interest (millions) $ 8 $ 8 $ ie $ 5 
Earnings before income taxes (millions) . $ 1.3 $ 11 $ =| $ (2) 
Percent to sales . a ay ms 1.5% 1.6% 2% (.7)% 
Number of stores ............... 130 95 72. 52 
Total square feet (thousands) ... 627 516 431 313 
Sales per square foot .......... $ 142.74 $ 132.36 $129.00 $ 86.58 
TOTAL RETAIL 
Sales lMMMONS) > <a qinahnsoieeele ices -/cldle tas | tenix acietigrecasre 6 $1,262.8 $1,088.3 $ 946.9 $ 868.8 
Earnings before allocated interest and 
InCOMe taxes: GUNNIONS) \segsves VasaWe saad ase esas cc rehlenes $ 62.6 $ 548 $ 49.0 $ 53.9 
Percent to sales’) 5..... 5 oes <sesawe 5.0% 5.0% 5.2% 6.2% 
Interest allocated to retail (millions) ..... $ 12.9 $ 125 $ 12.6 $ 89 
Earnings before income taxes (millions) . $ 49.7 $ 423 $ 36.4 $ 45.0 
Percent to: caloaicnc. sctadee acc «oes 3.9% 3.9% 3.8% 5.2% 
Net earnings (millions) .. $ 25.3 $ 226 $ 17.5 $ 21.8 
PRCENE 10: GHIBG bc he ws vif ale p weaie vinectiee Gee aches ee 2.0% 2.1% 1.8% 2.5% 
Funds provided by operations 
before changes in long term debt ..........eceecesecvceees $ 47.5 $ 42.9 $ 36.3 $ 37.3 
Number of stores ........2ee0cees 211 159 125 94 
Total square feet (thousands) ... 15,326 14,030 12,630 10,735 
Sales per square foot .......... $ 82.40 $ 77.57 $ 74.98 $ 80.93 
Capital expenditures (millions) ...........ceseeeeeecececnece $ 27.0 $ 269 $ 42.8 $ 60.9 


(AIl earnings data for 1972 are exclusive of extraordinary items. 


REAL ESTATE 
1973 1972 1971 1970 1969 
OPERATING PROPERTIES 
Rental revenue: (mitilong) cc. .5.s ss00h oe sae puinias hakeeas sag se. $ 26.5 $ 24.3 $ 22.8 $ 18.5 $ 14.8 


Operating income (earnings before depreciation, 


interest and income taxes) (millions) $ 15.0 $ 13.2 $ 10.6 $ 7.5 $ 65 


Interest expense (millions) ...... Fasse $ 59 $ 47 $ 48 $ 3.9 $ 29 

Earnings before income taxes (millions) ..... OP Oreree ees teeter $ 46 $ 38 $ 14 $ (.1) $ 4 

Gross leasable square feet (thousands) ...........sseeeeeseesees 3,649 3,350 3,468 3,298 2,46 
LAND HOLDING 

Realestate sales {milllons)' 220! tatcae ap mepeadawsica cas oats ee $ 11.2 $ 10.3 $ 96 $ 5.9 $ 66 

Interest expense (millions) .............0ee08 $ 5 $ 3 $ 6 66 $ 8 ee 

Earnings before income taxes (millions) . $ 15 $ 31 $ 3.2 $ 2.0 $ 3.5 

Undeveloped land at year end (acres) ............cceeeececeeees 2,976 2,559 2,274 1,878 1,841 
DEVELOPMENT EXPENSE 

Development expense, excluding interest (millions) ...............- $22 $ 18 3 48: $ 4 es 

Interest expense (millions) ............eeeeeeeee £ $ 2 a | ce oe 

Total development expense (millions) $ 20 $ 9 $ 6 $ 
TOTAL REAL ESTATE 

PI VONNIOM ATM MONAD r510.5 +, 0.0 s\esersja'are St aberaiaje.aybrereMliNgieesantaen.ae 4270 $ 34.6 $ 32.4 $ 24.4 $ 21.4 

Earnings before income taxes (millions) 2 $ 49 $ 34 $ 13 $ 3.0 

IB SatnritnsSACpul HOMES peed. 5-5 ei areiwin ole slccs a etcetera ad etDal aja ciare's « alelae 5 $ 29 $ 2.0 $ 1.58 $ 18 

Funds provided by operations before 

changes in long term debt (millions) $ 8.1 $ 84 $ 62 $ 6.1 
Capital expenditures (millions) ...........ceeeceeeececeeeseceee $ 9.9 $ 63 $ 13.9 $ 31.8 


aNet earnings in 1970 were in excess of earnings before income taxes due to operating loss tax benefits at regular tax rates coupled with capital gains 
tax on real estate sales. 


The Five Year Comparisons should be read in conjunction with the Financial Review and Financial Statements. 
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DEPARTMENT 
STORES 


Total 


Sq. Ft. 


Date 


(000), Opened 


Hudson’s (1887)* 


Joseph L. Hudson, Jr., Chairman 


Edwin G. Roberts, President 
Downtown Detroit, 


Mich. 1,720 
Northland Center, 
Southfield, Mich. 614 


Eastland Center, 
Harper Woods, Mich. 491 
Warehouse Store, 


Dearborn, Mich. 61 
Pontiac Mall, 

Pontiac, Mich. 283 
Budget Store, 

Dearborn, Mich. 88 
Westland Center, 

Westland, Mich. 355 
Oakland Mall Center, 

Troy, Mich. 370 
Genesee Valley Center, 

Flint, Mich. 268 
Southland Center, 

Taylor, Mich. 292 
Franklin Park Mall, 

Toledo, Ohio 187 

4,729 

Dayton’s (1902)* 


Carl R. Erickson, President 
Downtown Minneapolis, 


Minn. 1,387 
Southdale Center, 

Edina, Minn. 349 
Downtown St. Paul, 

Minn. 383 


Brookdale Center, 
Brooklyn Center, 


Minn. 241 
Rosedale Center, 

Roseville, Minn. 192 
Apache Mall, 

Rochester, Minn. 155 
West Acres Center, 

Fargo, N.D. _ 115 

2,822 

Diamond's (7897)* 


W. Wallace Barrett, President 
Park Central Center, 


Phoenix, Ariz. 165 
Thomas Mall Center, 
Phoenix, Ariz. 190 


Tri-City Mall, Mesa, Ariz. 138 
Las Vegas (Ronzone’s), 


Nev. 41 
MetroCenter, 
Phoenix, Ariz. 181 
715 
Lipman’s (7850)* 


Edward F. Finn, President 
Downtown Portland, Ore. 254 


Salem, Ore. 75 
Eastport Plaza, 

Portland, Ore. 85 
Corvallis, Ore. 42 
Lloyd Center, 

Portland, Ore. 50 
Washington Square, 

Portland, Ore. 112 

618 


*Year founded. 


1891 
1954 
1957 
1959 
1962 
1963 
1965 
1968 
1970 
1970 
1971 


1902 
1956 
1963 


1966 
1969 
1972 
1973 


1957 


1963 
1969 


1970 
1973 


1912 
1954 


1960 
1964 


1972 
1973 


John A. Brown (1975)* 


James W. Sherburne, President 


Downtown 

Oklahoma City, Okla. 
Capitol Hill, 

Oklahoma City, Okla. 
Norman, Okla. 
Penn Square, 

Oklahoma City, Okla. 
Utica Square, 

Tulsa, Okla. 


LOW MARGIN STORES 
Target (1961)* 


284 
% 
127 
72 


553 


Stephen L. Pistner, President 


Roseville, Minn. 
Crystal, Minn. 
Duluth, Minn. 
Knollwood, 

St. Louis Park, Minn. 
Bloomington, Minn. 
Glendale Center, 

Denver, Colo. 
Westland Center, 

Sunset Park, Colo. 
West St. Paul, Minn. 
Fridley, Minn. 

North County, 

St. Louis, Mo. 
South County, 

St. Louis, Mo. 
Bridgeton, Mo. 

North Dallas, Tex. 

Garland, Tex. 

Colorado Springs, Colo. 

Hedwig Village, 
Houston, Tex. 

South Loop, 

Houston, Tex. 
Sharpstown, 

Houston, Tex. 

Tulsa, Okla. 

Almeda, Houston, Tex. 
University City, Mo. 
Village Fair Center, 

Dallas, Tex. 
Greenfield, Wis. 
Wauwatosa, Wis. 
North St. Paul, Minn. 
Ballwin, Mo. 

Arlington, Tex. 

North Des Moines, lowa 
South Des Moines, lowa 
Mason City, lowa 
Ames, lowa 

Cedar Rapids, lowa 
Fort Dodge, lowa 
Ottumwa, lowa 

Omaha, Neb. 

Clinton, lowa 

Thornton, Colo. 

South Denver, Colo. 
Oklahoma City (North), 

Okla. 

Oklahoma City (South), 

Okla. 

Midwest City, Okla. 
Norman, Okla. 
Bettendorf, lowa 
Moline, lll. 

Coon Rapids, Minn. 


68 
96 
96 


106 
118 


119 
119 
117 
117 
118 
118 


118 
129 


Southdale, Edina, Minn. 


1915 


1948 
1949 


1960 
1971 


1962 
1962 
1962 


1962 
1965 


1966 


1966 
1967 
1967 


1968 


1968 
1969 
1969 
1969 
1969 


1969 
1969 


1970 
1970 
1970 
1970 


1970 
1970 
1970 
1971 
1971 
1971 
1971 
1971 
1972 
1972 
1972 
1972 
1972 
1972 
1972 
1972 
1972 


1972 


1972 
1972 
1972 
1972 
1972 
1972 
1973 


Lechmere (1977)* 


Norman D. Cohen, President 
Cambridge, Mass. 233 
Dedham, Mass. 194 
Liberty Tree Mall, 
Danvers, Mass. 197 
Springfield, Mass. 149 
773 


SPECIALTY STORES 


Dayton Hudson Jewelers (7967)* 


Joseph J. Freedman, President 


J. E. Caldwell (7839)* 
Downtown Philadelphia, 


Pa. 5 
Wilmington, Del. 2 
Haverford, Pa. 6 
Moorestown, N.J. 4 
Plymouth Meeting, Pa. 4 
Harrisburg, Pa. 5 


J. B. Hudson (7885)* 
Downtown Minneapolis, 

Minn. 10 
Southdale Center, 

Edina, Minn. 
Downtown St. Paul, Minn. 
Brookdale Center, 

Brooklyn Center, Minn. 
Rosedale Center, 

Roseville, Minn. 
Omaha, Neb. 


Pr oO an 


J. Jessop & Sons (7860)* 

Downtown San Diego, 
Calif. 

La Jolla, Calif. 

Chula Vista, Calif. 
Mission Valley Center, 
San Diego, Calif. 

La Mesa, Calif. 

Escondido, Calif. 

College Grove Center, 
San Diego, Calif. 


a” 
ny 


C. D. Peacock (1837)* 


Downtown Chicago, Ill. 
Glencoe, Ill. 

Skokie, Ill. 

Oakbrook, Ill. 

Calumet City, Ill. 
Schaumburg, Ill. 
Vernon Hills, Ill. 


nN 


Shreve’s (7852)* 

Downtown San Francisco, 
Calif. 20 

Palo Alto, Calif. 4 

San Mateo, Calif. 5 

San Jose, Calif. 4 

Walnut Creek, Calif. 3 


Charles W. Warren (7902)* 
Somerset Mall, 
Troy, Mich. 7 
Northland Center, : 
Southfield, Mich. 6 
Franklin Park Mall, 
Toledo, Ohio 5 


18 


1956 
1965 


1970 
1971 


1916 
1953 
1954 
1965 
1966 
1970 


1929 


1956 
1963 


1966 


1969 
1970 


1893 
1949 
1956 


1961 
1961 
1964 


1968 


1927 
1955 
1957 
1962 
1967 
1971 
1973 


1906 
1968 
1969 
1971 
1971 


1969 
1969 
1971 


Number Total 


Dayton Hudson of Sq. Ft. 
Booksellers (1968)* Stores (000) 


Bruce G. Allbright, President 


B. Dalton, Bookseller (7966)* 
Arizona 
California 
Colorado 
Florida 
Georgia 
Idaho 

Illinois 
Indiana 

lowa 

Kansas 
Kentucky 
Maryland 
Michigan 
Minnesota 
Missouri 
Nebraska 
Nevada 

New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
South Carolina 
South Dakota 
Tennessee 
Texas 
Virginia 
Washington 
Wisconsin 


= 


BA 
ON#A0=343NNNO=N0-NM]-aNOsassn Aman aade 


PA 
ro) 


Pickwick Bookshops (7938)* 
California 25 


Team Central (1946)* 

Paul D. Hagstrum, President 

Colorado 

Illinois 

Indiana 

lowa 

Michigan 

Minnesota 

Missouri 

Nebraska 

Oklahoma 

Wisconsin 

Total company 
owned stores 

(Franchised and 

partially owned) 


Bae rene 


Led 
Es 


67 


fee] 
ao 


REAL ESTATE 
Total 


Sq. Ft. Date 
eee (000) Opened 


Robert J. Crabb, President 


Shopping Centers 
Northland, 

Southfield, Mich. 1,293 
Southdale, 

Edina, Minn. 1,109 
Eastland, 

Harper Woods, Mich. 946 
Brookdale, 

Brooklyn Center, Minn, 872 
Westland, 

Westland, Mich. 643 
Rosedale, 

Roseville, Minn. 573 
Southland, Taylor, Mich. 544 
Genesee Valley, 

Flint, Mich. 834 


6,814** 


Commercial, Office, Other 
Southdale Medical 

Building, Edina, Minn. 160 
Eastland Professional 

Building, Harper 

Woods, Mich. 46 
Nine Mile Medical Building, 

Southfield, Mich. 49 
Southdale Office Centre, 

Edina, Minn. 215 
Eastland Apartments, 

Harper Woods, Mich. 86 
Tower 14, 

Southfield, Mich. 228 
Other 74 


858"* 


Undeveloped Land 
Twin Cities 

Detroit 

Las Vegas 

Other 


**Gross leasable area including department 
store space owned by Dayton Hudson and 
other retailers. Excludes joint ventures (not 
managed by Dayton Hudson Properties). 
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DIRECTORS 


William A. Andres, Executive Vice President-Retail Operations 
Maurice M. Cohen, Retired Chairman, Lechmere 

Bruce B. Dayton, Chairman of the Board 

Donald C. Dayton, Retired Chairman of the Board 
“Douglas J. Dayton, Chairman, Dade, Inc. 

K. N. Dayton, President and Chief Executive Officer 

Wallace C, Dayton, Conservationist 

Joseph L. Hudson, Jr., Vice Chairman of the Board 

Stephen F. Keating, President, Honeywell Inc. 
*David M. Lilly, Chairman of the Board, The Toro Company 

Philip H. Nason, Chairman of the Board, The First National Bank of Saint Paul 
*William E. Roberts, Retired Chairman, Lipman’s 
William H. Spoor, Chairman of the Board, The Pillsbury Company 
Paul N. Yivisaker, Dean of the Graduate School of Education, 
Harvard University 

“Audit Committee 


OFFICERS 


Bruce B. Dayton, Chairman of the Board 

K. N. Dayton, President and Chief Executive Officer 

Joseph L. Hudson, Jr., Vice Chairman of the Board 

William A. Andres, Executive Vice President-Retail Operations 

Robert J. Crabb, Senior Vice President 

Carl R. Erickson, Senior Vice President 

Stephen L. Pistner, Senior Vice President 

Richard L. Schall, Senior Vice President-Lechmere and Specialty Stores 
Wayne E. Thompson, Senior Vice President-Environmental Development 
Gerald R. Dirks, Vice President-Investments and Financial Relations 
Glenn E. Johnson, Vice President-Western Department Stores Group 
Reid Johnson, Vice President-Controller 

Allan L. Pennington, Vice President-Corporate Development 

Albert B. Perlin, Vice President, General Counsel and Secretary 

James M. Shipton, Vice President-Personnel and Communications 
Willard C. Shull Ill, Treasurer 

J. R. A. Boline, Assistant Treasurer 

Peter Corcoran, Assistant Treasurer 

William E. Harder, Assistant Secretary 


CORPORATE OFFICES 


777 Nicollet Mall, Minneapolis, Minnesota 55402 
Telephone: (612) 370-6948 


TRANSFER AGENTS 


Northwestern National Bank of Minneapolis 
First National City Bank, New York City 


REGISTRARS 


First National Bank of Minneapolis 
The Chase Manhattan Bank, N. A., New York City 


SHARES LISTED 


New York Stock Exchange 
Symbol; DH 


10-K REPORT 


A copy of the Form 10-K annual report filed with the Securities and 
Exchange Commission for Dayton Hudson's fiscal year ended February 
2, 1974, is available to shareholders on request. Write to Manager, 
Shareholder Relations. 


ANNUAL MEETING 


The Annual Meeting of Shareholders will be held at 10 a.m. Wednesday, 
May 22, 1974, in the IDS Theatre, on the concourse level of the IDS Center, 
80 South Eighth Street, Minneapolis, Minnesota. 
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